


etl 














Io Gjpatnent of ee OULIetin 


For sale by the Superintendent of Documents 
U.8. Government Printing Office 
Washington 25, D.O. 


SUBSCRIPTION: 
§2 issues, $5; single copy, 15 cents 


Published with the approval of the 
Director of the Bureau of the Budget 


Note: Contents of this publication are not 
copyrighted and items contained herein may 
be reprinted. Citation of the DEPARTMENT 
or STaTE BULLETIN as the source will be 
appreciated. 





Vor. XVIII, No. 451 e Pusiication 3061 


February 22, 1948 


The Department of State BULLETIN, 
a weekly publication compiled and 
edited in the Division of Publications, 
Office of Public Affairs, provides the 
public and interested agencies of 
the Government with information on 
‘developments in the field of foreign 
relations and on the work of the De- 
partment of State and the Foreign 
Service. The BULLETIN includes 
press releases on foreign policy issued 
by the White House and the Depart- 
ment, and statements and addresses 
made by the President and by the 
Secretary of State and other officers 
of the Department, as well as special 
articles on various phases of inter- 
national affairs and the functions of 
the Department. Information is in- 
cluded concerning treaties and in- 
ternational agreements to which the 
United States is or may become a 
party and treaties of general inter- 
national interest. 

Publications of the Department, as 
well as legislative material in the field 
of international relations, are listed 


currently. 











UNIT 


RU 











DEPOSITED BY THE 3 
UNITED STATES OF AMERICA 


@AR 5 "48 


RULES FOR ACCOUNTING FOR GERMAN ASSETS IN COUNTRIES 
MEMBERS OF THE INTER-ALLIED REPARATION AGENCY 


By James Simsarian 


Agreement was reached at the Inter-Allied 
Reparation Agency in Brussels on November 21, 
1947, with respect to the German assets in the 
countries members of this Agency* which should 


be accounted for by them as German reparations 
under article 6A of the Paris reparation agree- 
ment.2 Article 6A of the Paris agreement pro- 
vides that each Iara country shall “hold or 
dispose of German enemy assets within its juris- 
diction in manners designed to preclude their 
return to German ownership or control and shall 
charge against its reparation share such assets” 
net of certain deductions permitted. This pro- 


vision stems from the decision made at Potsdam 
that “appropriate German external assets” should 
be one of the sources for reparations from 
Germany. 

Rules relating to the German assets which should 
be accounted for by Iara countries were drafted 
and recommended by the Committee of Experts on 
Enemy Property Custodianship of the Inter- 
Allied Reparation Agency as the result of meetings 
of the Committee in October 1946 and from July 
3, 1947, to September 13, 1947. The rules recom- 


*The 18 countries members of the Inter-Allied Repara- 
tion Agency are Albania, Australia, Belgium, Canada, 
Czechoslovakia, Denmark, Egypt, France, Greece, India, 
Luxembourg, Netherlands, New Zealand, Norway, Union 
of South Africa, United Kingdom, United States, and 
Yugoslavia. Russell H. Dorr is U.S. Minister and Dele- 
gate to the Inter-Allied Reparation Agency. 

*For the text of the Paris reparation agreement of 
Jan. 24, 1946, see Treaties and Other International Acts 
Series 1655. 

*The proposal of the Committee of Experts that the 
rules adopted relate solely to the question of what German 
assets should be accounted for and not to the question 
of what are or are not “German enemy assets” under the 
Paris reparation agreement was accepted by the Assembly 
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mended by the Committee of Experts were 
changed in only minor respects by the Iara Com- 
mittee on German External Assets and adopted by 
the Assembly of Iara on November 21, 1947. 

The accounting rules are divided into eight 
parts. Part I of the rules defines Germany as the 
territory within the boundaries of that country as 
of December 31, 1937. 

Under part II of the rules, each Iara country 
must, as a minimum, account for all assets within 
its jurisdiction which on January 24, 1946 (the 
date of the coming into force of the Paris repara- 
tion agreement) , were owned by any of the follow- 
ing, subject to certain exceptions provided in other 
parts of the rules: 


1. The German state, Government, municipal 
and other public authorities and organizations, 
and the German Nazi Party; 

2. An individual who had German nationality 
on January 24, 1946, and who on that date was 
physically inside Germany or had his residence in 
Germany ; 

3. An individual who, as a German national, 


of Iara. It was agreed that the latter question would be 
considered separately at another time if necessary. Ac- 
cordingly, the adoption of these rules does not necessitate 
any change in the provisions of the U.S. Trading with the 
Enemy Act. Approval was given by the Iara Assembly 
to the explanation that the rules are designed to present 
an expeditious arrangement for accounting for German 
assets in Iara countries under the Paris reparation agree- 
ment and are without prejudice to any other issues which 
may arise between countries. 

It was also decided by the Iara Assembly that separate 
consideration will be given at Iara to accounting problems 
relating to German railway rolling stock and other means 
of transport and that in the meanwhile the accounting 
rules adopted Nov. 21, 1947, would not be applicable to 
these assets. 
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has been compulsorily repatriated to Germany 
since January 24, 1946, or is intended to be com- 
pulsorily repatriated to Germany ; 

4. A corporation organized in Germany. If, 
however, there are non-German interests in the 
corporation, an Iara country need not account for 
assets of the corporation to the extent that the 
assets proportionate to the non-German interests 
in the corporation are released to the non-German 
interests. This provision is consistent with part 
IV of the agreement relating to the resolution of 
conflicting claims to German enemy assets, which 
was recently signed in Brussels by Belgium, Can- 
ada, the Netherlands, and the United States.‘ 


In addition to the above minimum to be ac- 
counted for, each Iara country must also account 
for all assets within its jurisdiction which have 
been seized because of a German interest in the 
assets and are not intended to be released, pro- 
vided that : 


1. These assets were owned directly or indi- 
rectly on January 24, 1946, by an individual other 
than those described above who had German na- 
tionality, or by a corporation in which there has 
been a German interest, at any time between the 
date on which the Iara country was occupied or 
annexed by or entered World War II against 
Germany and January 24, 1946; or 

2. The assets were owned directly or indirectly 
by an individual of German nationality who died 
before January 24, 1946. 


Accordingly, in general, although an Iara coun- 
try must account for assets in its country owned 
by all Germans residing in Germany, the Iara 
country need not account for the assets of a Ger- 
man residing outside Germany unless the Iara 
country seizes and does not intend to release the 
assets of such a German. The term “seized” is 


‘For text of this agreement see BULLETIN of Jan. 4, 1948, 
p. 6. The agreement was signed on Dec. 5, 1947, by Can- 
ada, the Netherlands, and the United States, and on Jan. 
5, 1948, by Belgium. The agreement was signed on behalf 
of.the United States subject to the approval of Congress. 
It has not as yet come into force. 

Under part IV of the agreement, if nonenemy nation- 
als of parties to the agreement own at least 25 percent of 
the shares in or control the corporation organized in 
Germany, the assets in the Iara country of the corpora- 
tion will be released to the extent of the interests in the 
corporation of all nonenemy nationals of parties. 

* For text of the London patent accord on German-owned 
patents, see BULLETIN of Aug. 18, 1946, p. 300. 





defined in part I of the rules to mean placing un 
der custody, sequestration, blocking, vesting, ¢ 
confiscation because of a German interest. 

As exceptions to the rules provided in part II, 
part III provides that assets in any of the follow. 
ing categories need not be accounted for if the 
Tara country does not seize and retain the assets; 


1. Patents disposed of or dealt with on the basis 
of the London patent accord of July 27, 1946,° and 
trade-marks, designs, and literary and artistic 
property. Any income or proceeds from such Ap 
assets must, however, be accounted for. that 1 

2. Household goods and limited personal effects} !°Y al 
which individuals repatriated to Germany are per-} the A 
mitted to take with them, and maintenance allow. ! &° 
ances necessary for the support of such individuals} that: 
pending their repatriation. consi¢ 

3. Household goods and limited personal effects{_ Pat 
of diplomatic and consular officials of the Germang 2°t 0 
Government. the a 

4. Assets belonging to religious bodies orf ‘ans 
private charitable institutions and used exclusivelyf the er 
for religious or charitable purposes. This is theg #7¢ G 
same language as that used in article 79 of sloval 
treaty of peace with Italy of February 10, 1947. § #gree 

5. Assets of an individual of German nationalityp the a: 
who voluntarily entered Germany at the invita- for, a 
tion of and to assist any of the Allied governments, I of 

6. Assets of a victim of Nazi persecution whog PUP 
has left Germany or intends to leave Germanyp Pa 
within a reasonable time to establish his permanent§ count 
residence outside Germany. ment 

7. Assets of an individual of German nation- solve 
ality who is also a national, or was formerly af Perm 
national, of an Iara country and was also formerly Iara 
a resident of that Iara country, provided he has Bruss 
left Germany or intends to leave Germany within} fictin 
a reasonable time to establish his permanent resi-} Ass 
dence outside Germany. durin 

8. Assets which would provide little or no net} not b 
value because of the costs involved in their seizure, | provi: 
administration, or sale. to the 

9. Assets in an Iara country owned by a Cor} Allie 
poration organized under the laws of another coum } of qj 
try, other than Germany, if the German interest} [pit, 
in the corporation is not controlling. This prof Nati, 
vision was included since it generally is not the rights 
practice of countries to seize such assets. . ings v 

10. Assets in an Iara country owned by a cor script 
poration organized under the laws of Germany,} «i, 
in which corporation there are non-German If » | 
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terests, to the extent that the assets proportionate 
to the non-German interests in the corporation are 
released to those interests. This provision has 
already been pointed out above to be a modification 
of the requirements with respect to the minimum 
assets to be accounted for by an Iara country. 

11. Any other direct or indirect non-German 
interests in assets which will not be seized and 
retained by an [ara country. 


Application of exceptions 6 and 7 necessitates 
that it be proved that the individual involved was 
loyal to the Allied cause, or did not act against 
the Allied cause, during the war. With respect 
to exceptions 5, 6, and 7, it also must be proved 
that the individual involved merits favorable 
consideration. 

Part IV of the rules makes it clear that it is 
not necessary for Iara countries to account for 
the assets of Sudeten Germans who have been 
transferred by Czechoslovakia to Germany since 
the end of hostilities. Although these-individuals 
are German-speaking, they were in fact Czecho- 
slovak citizens prior to their transfer. It was 
agreed at the Paris Conference on Reparation that 
the assets of such persons need not be accounted 


ita-§ for, and an article (art. 6D) was included in part 
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I of the Paris reparation agreement for. this 
purpose. 

Part V of the rules permits shifts between Iara 
countries of German assets pursuant to an agree- 
ment or arrangement entered into by them to re- 


-} solve conflicting claims to these assets; this part 


permits adjustments in the reparation accounts of 
Iara countries in carrying out the terms of the 
Brussels agreement or a similar agreement on con- 
flicting claims to German assets. 

Assets directly or indirectly looted by Germans 
during their occupation of Iara countries need 
not be accounted for by these countries under the 
provisions of part VI. Full recognition is given 
to the principles enunciated in the London inter- 
Allied declaration of January 5, 1943, against acts 
of dispossession. This declaration, to which 17 
United Nations governments* and the French 
National Committee adhered, reserved “all their 
rights to declare invalid any transfers of, or deal- 
ings with, property, rights and interests of any de- 
Sription whatsoever which are, or have been, 
situated in the territories which have come under 
the occupation or control, direct or indirect, of the 
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governments with which they are at war or which 
belong or have belonged, to persons, including 
juridical persons, resident in such territories.” It 
was pointed out in the Declaration that “This 
warning applies whether such transfers or deal- 
ings have taken the form of open looting or plun- 
der, or of transactions apparently legal in form, 
even when they purport-to be voluntarily effected.” 

Although there were many instances of direct 
looting by the Germans, when force or duress was 
applied directly to the owner of an asset, there 
was a great deal of plundering of the economy of 
the occupied countries by indirect looting as well. 
By obliging the occupied countries to accept 
chronically unfavorable clearing balances between 
themselves and Germany and by levying exorbi- 
tant occupation costs, the Germans obtained al- 
most limitless amounts of purchasing power, 
which were used to purchase assets without the 
necessity of intimidating the seller. The seller 
received payment in local currency and frequently 
did not know that the assets were sold to a Ger- 
man. Through this process, the exchequer and 
the national economy of the occupied countries 
were indirectly looted. The billions of Reichs- 
marks poured by Germany into the occupied coun- 
tries in exchange for local currency were, in gen- 
eral, useless to the occupied countries, since 
imports from Germany for these Reichsmarks were 
generally unavailable to replace the vast amounts 
of property purchased in the occupied countries 
by the Germans. 

Accordingly, part VI of the accounting rules 
adopted by [ara provides in general that an Lara 
country need not account for any assets acquired 
by a German after the invasion or annexation 
of territory of that country by Germany. This 
rule was adopted because of the widespread char- 
acter of direct and indirect looting by Germans 
in the occupied countries. It was agreed, how- 
ever, that assets brought into an Iara country by 
a German during the occupation should be ac- 
counted for by the Iara country. For example, 
if assets, such as machinery, were exchanged by a 
German with a national of the Netherlands dur- 


* Union of South Africa, United States, Australia, Bel- 
gium, Canada, China, Czechoslovakia, United Kingdom, 
U.S.S.R., Greece, India, Luxembourg, Netherlands, New 
Zealand, Norway, Poland, Yugoslavia. For complete text 
of declaration see BULLETIN of Jan. 9, 1943, p. 21. 
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ing the occupation of the Netherlands for a house 
owned by the latter, the Netherlands would account 
for the value of the machinery as the consideration 
for the house and not account for the house itself. 

Part VII provides that an Iara country may 
deduct from the value of assets to be accounted 
for any sum which it has paid or intends to pay 
in the following categories : 


1. Accrued taxes. 

2. Liens. 

3. Expenses of administration already incurred. 

4. In rem charges against specific assets. 

5. Unsecured legitimate contract claims against 
the German former owner of assets,’ provided that 
these have been paid or are to be paid in accordance 
with laws or administrative rules of the Iara 
country already in force and provided also that 
the claims are: 


(a) Those of nationals or residents of the Iara 
country within whose jurisdiction the assets are 
situated ; 

(6) Filed with the Iara country before January 
24, 1949, or within two years after the vesting, 
sequestration, or confiscation of the assets in- 
volved; and 

(c) In respect of contracts entered into at the 
time the creditor was resident in the Iara country. 


These provisions relating to deductions conform 
closely to the language of article 6A of the Paris 
reparation agreement,® except that the three con- 
ditions specified above (a, b, and c) were added to 
the provision relating to deductions with respect 
to unsecured legitimate contract claims. 

Part VIII provides in general that assets which 
are under judicial proceedings or are expected to 
come under judicial proceedings shall be accounted 
for on the basis of 50 percent of their value until 
the judicial proceedings are resolved. It did not 
seem reasonable to require an Iara country to ac- 





"The following illustrates how the deductions with re- 
spect to unsecured legitimate contract claims will be 
applicable: If “A”, a national of an Iara country, is owed 
an unsecured debt by “B”, a German in Germany, and the 
Iara country vests the assets in that country of “B”, the 
TaRA country may deduct for the debt claims of “A” which 
are Satisfied out of the assets of “B”, even though “A” 
does not hold a mortgage or lien against these assets of 
“B”. If the Iara country pays the claim of “A”, the 
[aga country would then account to Iara for the value of 
“B’s” assets, less the claim paid to “A”. The Iara coun- 
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count for 100 percent of the value of these assets 
or to be entirely free of any obligation to account 
for any of these assets. As a result of judicial pro. 
ceedings in a particular case, an Iara country may 
have to account for 100 percent of the value of 
the assets or for none of it. It seemed reasonable 
to require an accounting for 50 percent of the 
value of the assets until the judicial proceedings 
are resolved. 

Since the coming into force of the Paris repara- 
tion agreement on January 24, 1946, each Tana 
country accounts to Iara with respect to the value 
of German assets within its jurisdiction as of 
January 24 of each year. With the adoption of 
the above accounting rules, each Lara country will 
report the value of the German assets within its 
jurisdiction in accordance with these rules. 


THE CONGRESS 


The Foreign Aid Act of 1947 . . . Conference Report, 
H. Rept. 1161, To accompany 8. 1774, 80th Cong., 1st sess, 
16 pp. [Department of State, p. 15.] 

The European Recovery Program, Basic Documents and 
Background Information ...S8S. Doc. 111, 80th Cong, 
1st sess. 211 pp. [Department of State, pp. 73-77.] 

Program of United States Support for European Re 
covery, Message from the President of the United States, 
transmitting program of United States for European 
recovery. H. Doc. 478, 80th Cong., Ist sess. 16 pp. [De 
partment of State, p. 14.] 

Annual Report, Office of Alien Property Custodian, 
Fiscal Year Ending June 1946, Message from the Presi- 
dent of the United States, transmitting the annual report 
for the Office of Alien Property Custodian for the fiscal 
year ending June 30, 1946. H. Doc. 465, 80th Cong., Ist 
sess. iii, 251 pp. 

The State of the Union. 
United States... January 7, 1948. 
Cong., 2d sess. 10 pp. 

An Act to promote world peace and the general welfare, 
national interest, and foreign policy of the United States 
by providing aid to certain foreign countries. Approved 
December 17, 1947. [S. 1774.] Public Law 389, 80th 
Cong., Ist sess. 6 pp. 


Address of the President of the 
H. Doc. 493, 80th 


try may deduct for debt claims paid to the creditors of “B” 
only to the extent of the assets of “B” in the Iara country. 
The Iara country may not deduct for debt claims of credi- 
tors of “B” who are paid from the assets of “C”, another 
German in Germany with assets in the Iara country. 
Deductions on the basis of the grouping of the assets of 
different Germans for the payment of debt claims are not 
permitted. 


* Article 6A refers to deductions for “accrued taxes, liens, 
expenses of administration, other in rem charges against 
specific items and legitimate contract claims against the 
German former owners of such assets.” 
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FOREIGN AID AND RECONSTRUCTION 


Survival of Democracy Dependent on Success of ERP 


ADDRESS BY GEORGE ©. MARSHALL ' 
Secretary of State 


The people in the United States face the greatest 
decision in our history. It will have a profound 
and far-reaching effect on the whole world. Like 
all momentous decisions, once made it cannot be 
altered. There will be no opportunity for a second 
guess, The vital decision we are now called upon 
tomake with respect to our foreign policy is being 
made in the American way. But the danger in 
this procedure is that we become so preoccupied 
with the details that we lose sight of the great ob- 
jectives of the European Recovery Program. 

So much has been said and printed during the 
past two months regarding the program that there 
is confusion in the minds of many people about it. 
During the hearings before congressional com- 
mittees, every aspect and detail of the program 
have been subjected to analysis. Views not only of 
the members of the Administration, but also a 
great many private individuals from every walk 
of life—business, agriculture, and labor—have 
been heard. 

It is necessary that Congress should require 
justification in complete detail for the amount 
asked to carry out the program. The discussions 
have related to work sheets which are the product 
of months of study by a highly selected group of 
people in and out of government—industrialists, 
bankers, economists, and businessmen, as well as 
the Harriman, Krug, and Nourse committees. But 
the European Recovery Program is far more than 
4mere economic transaction. It represents a tre- 
mendous effort for constructive leadership. If 
adopted, it will rank, I think, as one of the great 
historic undertakings in the annals of world 
‘vilization. 

Therefore, I shall not discuss the details of the 
financial, administrative, or economic factors of 
the program. What I wish to make clear as crystal 
8 the great objective of the program and its rela- 
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tionship to the future of the world and this country 
of ours. Make no mistake, the consequences of its 
success or failure will determine the survival of 
the kind of a world in which democracy, individ- 
ual liberty, economic stability, and peace can be 
maintained. 

The United States and the western democracies 
have been seeking to bring the postwar crisis to an 
end as quickly as possible. The Soviet Union and 
their Communist allies have been seeking to ex- 
ploit the crisis so as to gain a controlling influence 
over all of Europe. 

As I stated on my return from London, I felt 
that there must be a decided change in the situa- 
tion before we would have a basis for a genuine 
settlement with the Soviet Union. I meant that if 
a stable and healthy western Europe can be real- 
ized the Soviet leaders being supreme realists 
would be much more inclined to reach a settlement 
on the terms for a peace treaty. 

We in this country still have the priceless free- 
dom of a choice in our foreign relations. We can 
still decide for ourselves what we should do and 
not have it decided for us by the march of events or 
by the dictation of others. But, in my opinion, we 
are quite literally at the crossroads. The decision 
we must now make will set the course of history 
for a long time to come and our own destiny for a 
distant future. 

There are two roads the United States can take 
at this juncture. We can decide that the difficulties 
and the risks of this program are too great and 
therefore to do nothing. We can attempt to meet 
the situation grudgingly by halfhearted and in- 
adequate assistance. This in effect would be the 


equivalent of doing nothing in so far as the result 


* Delivered by telephone to the National Farm Institute 
at Des Moines, Iowa, on Feb. 13, 1948, and released to the 
press on the same date. 
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is concerned, but at great expense. But even more 
tragic than the material effect would be the psy- 
chological impact of a default in American leader- 
ship. If we take such a decision, I think we must 
expect to see this very vital area of the world— 
western Europe, its industrial potential, its skills, 
and its energy—pass under the same control which 
is now exercised over the satellite nations of 
eastern Europe. The process would not be the 
same in each country. It would be faster in some 
and slower in others, but the pattern and the end 
result, I believe, would be the same. Under such 
conditions free institutions would not long survive 
on the European Continent. 

Even if this process halted at the shores of the 
Atlantic, its impact would be deplorable upon the 
areas surrounding the European Continent. 
Geography alone would mean that the Middle East 
and the entire Mediterranean area would be 
directly and similarly affected. The position of 
the British Isles and the whole structure of the 
British Commonwealth, which has exerted a pro- 
found influence on the stability of the world and 
world trade, would be critically affected. The 
Continent of Europe with its vast aggregation of 
resources, manpower, and industrial potential 
would eventually pass under the control of a sys- 
tem which is plainly antagonistic to our way of 
government and of life. 

After the complete failure of the Moscow con- 
ference, and the developments of the succeeding 
months, I recognized that this Government was 
faced with but two choices. It could stand aloof, 
as I have just explained, from the rapidly ap- 
proaching debacle in western Europe. Or, this 
Government in its commanding position of ac- 
knowledged leadership in the world could take 
some positive action to save the situation. The 
negative procedure of the past which had led us 
into two terrible wars was no longer tolerable. 

But it was clearly apparent that our Government 
would lack an effective basis for its action unless 
the countries concerned on their own initiative 
should pledge themselves to a coordinated, out- 
standing effort to rebuild their economic situation ; 
therefore, my suggestion on June 5 last and the 
quick response of the 16 European nations which 
were willing to take the necessary concerted action. 

Every nation in Europe was included in the 
suggestion. I need not go into the reason why a 
certain group held aloof. But I must emphasize 
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the fact that the Communist leaders of this same 
group declare an intent to wreck the proposed 
recovery program. I will not take your time to 
describe the evident method and purpose of that 
wrecking process. 

When we consider the difficulties ordinarily 
found in composing interstate matters, where all 
speak the same language, all are ardent Ameri. 
cans, and all operate under the same great Con. 
stitution, I believe thoughtful people must concede 
that the action of the 16 nations in formally 
coordinating themselves for unity of action, in 
pledging themselves to waive strong national con- 
siderations and traditions in favor of the whole 
group, was a historical step of first importance 
towards the making of a peaceful world. 

And now there is in progress a further develop- 
ment of this concert of free nations and one of 
great importance to the future of Europe. On the 
recent proposal of the British Foreign Minister, 
Mr. Bevin, they have passed beyond their agree- 
ments for economic coordination to the considera 
tion of a western European union. This develop- 
ment has been our great hope. 

So I ask that you keep in the forefront of your 
mind during this welter of debate and discussion 
over details the great purpose of the European 
Recovery Program, that you carefully consider 
what the alternatives are, and weigh those against 
the tremendous purpose and importance of this 
program. In considering the contributions 
we must make to guarantee the success of this 
program—national expenditures, some shortages 
or delays in obtaining all the machinery, fertiliz 
ers, et cetera, that you may want—I beg of you 
to weigh these domestic factors against the im- 
portance of stabilizing the world situation, restor- 
ing a normal development of world trade, termi- 
nating the chaos which threatens the peace of the 
world. 

I know all of you are proud to be Americans. 
I am sure most of you think this country of 
ours is the greatest, the most powerful in the 
world, that we lead the way to better things for 
the working people, the common people, all the 
people. Now, if that is so, we have a great respol- 
sibility ; for you cannot be a leader without leading, 
and the more distressing or dangerous the situa- 
tion the more necessary it is for the leader to take 
action. That is what I am asking of this country 
today. 
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Estimate Made for Foreign Financial Aid, 1948-1949 


LETTER FROM THE AMERICAN AMBASSADOR TO GREAT BRITAIN TO THE 
CHAIRMAN OF THE SENATE FOREIGN RELATIONS COMMITTEE 


[Released to the press February 6] 
February 6, 1948. 
My Dear SenNatoR VANDENBERG : 

I am now able to give you an estimate of the 
total amount for which the Congress may be asked 
to authorize appropriations for foreign financial 
assistance to cover the remainder of fiscal year 1948 
and fiscal year 1949. The estimate follows and you 
will note that it contains certain items which are 
already before the Congress. 


Included in 
President’s Budget 
of Appropriations 


European Recov- 
ery Program . $6,800 millions 

Government and 
Relief in Oc- 
cupied Areas . 

Philippine War 
Damage, Reha- 
bilitation and 
Veterans Ben- 


Additions to 
President’s Budget 
of Appropriations 


1, 400 millions 








es 6 a: & a *133 millions 
Other Foreign 
Aid (includ- 
ing China) .. 750 millions (around) $250 millions 
$9, 083 millions $250 millions 
TOCA 2 644. GS Banas te $9, 333 millions 


*Appropriation request for fiscal year 1949 authorized by P. L. 
870 (79th Congress) 

Ihave indicated that total “Other Foreign Aid” 
estimated requests for authorizations will be 
“around” one billion dollars because it is not possi- 
ble to determine the total of this item with finality 
at this time. This is due to the fact that the var- 
ious programs in this category have not been 
fully cleared and screened in the Executive 
Branch. The proposed programs included in this 
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item are China Aid, Greek-Turkish Military Aid, 
Army Request for Japanese-Korean Reconstruc- 
tion, Inter-American Military Cooperation and 
Trieste Aid. Work on the China program has 
progressed sufficiently so that I can indicate the 
probable amount of the request for this program 
at about $570 million though I should like to em- 
phasize that this does not represent an official re- 
quest approved by the President. As to the other 
programs mentioned, I cannot yet give you an esti- 
mated breakdown but, as indicated, my best present 
judgment is that they will total slightly under $500 
million. I shall, of course, be glad to furnish more 
detailed and definite figures later when I am in a 
position to do so. 

I trust this information will be helpful to you. 

Sincerely yours, 


Lewis W. Dovenas 





Preparation of Draft Bill on 
ERP Legislation 


[Released to the press February 13] 
With respect to the request earlier made to us 
in January for estimates of the dates on which 
some working draft of the American European 
Recovery Program legislation would be ready, 
John D. Hickerson, Director, Office of European 
Affairs, advised the British and French Ambassa- 
dors last Tuesday that the indications were that 
the hearings in the Senate Foreign Relations Com- 
mittee were drawing to a close and that it seemed 
appropriate for them to plan on the basis that a 
preliminary draft bill, indicating one aspect of 
congressional thought, might be ready by the end 
of this month. 
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Supply and Shipping Goal for $522,000,000 Foreign Aid Program 


The Department of State announced on Febru- 
ary 10a target supply and shipping prospectus for 
the $522,000,000 United States foreign aid pro- 
gram to France, Austria, and Italy. 

The prospectus, outlining a commodity and dol- 
lar breakdown of total projected procurement and 
costs for each country, allots $284,000,000 to 
France, $57,000,000 to Austria, and $181,000,000 
to Italy. 

Some adjustments may have to be made within 
the over-all target amounts as the program 


progresses. 
French Program 


The French target program, including partial 
programs previously approved in amount of $119,- 
819,000 under dates December 23, January 9, and 








January 29, is shown in table I. 
TABLE I. 
Esti nated 
ay | att | grt | 
Product Quantity arty. shipping| aide and 
e 
(g000) | 000) | "cose 
($000) 
Food 
a ae ee 775, 673 | $93,792 | $7,782 | $101, 574 
pL ee eee ee ee 1 63,636 | 20,000 (4) 20, 000 
Deyo ow ess 6,013 | 3,500 () 8, 500 
pa a ee 35, 000 450 525 975 
Dried fruit (prumes) ....... 5, 000 785 150 935 
GG 6 S06 ws 0 ake ke 200 179 8 187 
Coal 
ak see a ee OR 6.6 6 0 4S 3, 800,000 | 40,280} 38,000 78, 280 
es 6 ebb Se wee ee Se bso sk 3 he's 16, 000 
Fertilizers 
a «sae & be én 6.8 4 o 8% 37, 000 2, 200 820 3, 020 
CS ic hi ss SE ES eS 28, 900 1, 800 638 2, 438 
i ink tp ashe ge: ge ah ft eae Sew 2, 729 
Petroleum products 
Ws a 0. 00s 010 sales ace 8 3 140, 500 5, 400 1, 705 7, 105 
GD. noe 0e wae 0 0 0 bo 812,000 | 15,050 7,770 | 424, 895 
Miscellaneous 
Pesticides (sulphur). ....... 17, 000 340 Wh a6 us 
Cotton and other fibers. ..... 28,000 | 19, 500 500 20, 000 
SED «5 5 cu 0 010 oh 6 6 2 8 bo Oh 2 6 re 1,000 
RODS a Fs ie 40S 8 ee ko BOSS EER 0 0 862 
a ee ee ae oer. em ty $284, 000 

















1 Final detailed composition of fats and oils program not yet determined, 
but will not exceed $20,000,000 in total. 

2 Freight will be paid by the French Government on a nonreimbursable 
basis. 

§ Subject to adjustment downward after determination of final quantities 
to come from U.S. sources. 

4 Includes reserve of $2,075,000 for petroleum products not yet specified. 
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time 1 
leum 
Table II is a summary of the program for} the U 
France recommended in table I, using the com-— Th 
modity categories specified in Public Law 399,¥ princ 
The summary includes estimated cost of com.§ ucts 2 
modity and of shipping. may @ 
freight at The 
shipside | Percent 
7 nit. | toa | Progr 
cost ($000) $33,36 
1948, 
Ot ey 46354. 88 6h eomnnd «4 $127,171 | 4.79 
NO, 5 vn RRM E Macs KKKA 94,280] 33.9 
Petroleum and petroleum products.......... 32,000} 112 
i a ee ee 20, 000 7.4 
0 ee ee ee ee 8, 187 2.88 
Pesticides (sulphur) ...............-. — — 
I a Cae a ee 1,000 +35 
ree ee ee ee ee ee 862 0 
eee eee Ca ee ee ee ee ee oe $284,000 | 100.00 
Food 
In general, the recommended French program bs 
covers shipments during the period December 1947 AG 
(to the extent such shipments were delivered on a. 
and after December 17, 1947, the date of enact-} * . 
ment of Public Law 389) through March 1948, } copra 
except for the cereals allocation for April, which aoe 
will be shipped in that month. Raisins ae 
Other comments on the French program are as on 
follows: es. 
Some measure of the contribution of the food } primo. 
portion of the recommended French program is 
indicated by the fact that after eliminating the | ofsnore 
April allocation of cereals the program provides | Muelan 
an average of 829 calories a day for a three-month | Medica: 
period to each of the estimated 29,500,000 nonfarm yd 
population of metropolitan France. The Office of a: 
Foreign Agricultural Relations, U.S. Department 
of Agriculture, estimates that indigenous produc- Tor 
tion will provide approximately 1,300 calories 8 | ——— 
day for the nonfarm population. | 
Petroleum products to the maximum extent Tab 
possible will be procured outside the United States. 2 
iia: catego 
‘Public Law 889, 80th Cong., 1st sess., approved Dec } mary j 
17, 1947. shippi 
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No aviation gasoline is included. At the present 
time it may be assumed that the quantities of petro- 





Jeum and petroleum products to be supplied from 
the United States are available. 

The $862,000 shown as a reserve is intended 
principally for additional quantities of dairy prod- 
ucts and fats and oils. Some part of the reserve 
may also be used for incentive goods. 


Austrian Program 


The Austrian target program, including partial 
programs previously approved in amount of 
$33,399,000 on December 23, 1947, and January 9, 
1948, is shown in table ITT. 



































TABLE Ill. 
Esti- | ets. | mated 
Product Gong” | reight at| mated. | relght a 
cost 
Food 
Cereals (wheat equivalent) . . . $2, 400, 790 $20,009,488 
PT ee ae ae ae 69, 622, 742 
IAs ¢.¢ > ©. etme sta a 63, 1, 049, 200 
SE. és 46 a ele a 112, 625, 424 
EE es ee 536, 160} 4, 494, 004 
TS? o0. ae ee + eee 111, 2, 060, 760 
Peanuts (U.S. surplus). .... 190, 050} 2, 684, 346 
Copra (Philippines). ...... 285, 3, 333, 400 
Sugar,raw (Cuba) ....... 291, 650] 1, 829, 982 
Prunes (U.S.surplus) ..... 92,875) 380,675 
Raisins (U.8.surplus) ..... 92,875} 380, 675 
Eggs, dried (U. 8. surplus) .. . 41,730} 946, 690 
Coal (offshore) 
ce gs ey eb cae ae a oe 7, 014, 000 
Poland, Czechoslovakia, Saar, 
andother European. ..... 3, 276, 000 
Fertilizer (offshore) ....... 2, 000, 000 
Seeds 
REE d 6° a » 6.0 a oes 373, 500} 3, 586, 370 
Bs bs atasu oh al aad « oe 314, 750 
Miscellaneous 
ST oy a's qual} Wal 93, 483, 000 
Medical supplies ........ + «+ | 1,016,000 
RE rr ee ll, 255, 130 
Agricultural machinery spare 
ES 0 6 6 a ae oe SEs ook 100, 000 
NG is: <-0b ob eee 537, 274 
re a neta Ae hg we 
Table IV is a summary of the Austrian program 
recommended in table III, using the commodity 


categories specified in Public Law 389. The sum- 
mary includes estimated cost of commodity and of 


shipping. 
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TABLE IV. 
E 

shi ide P it of 

‘ercen’ 

Item and ship- total 

cost 
($000) 

Des ctiawkib aan ék dw «ole ee $38, 418 67.40 
weenie Sus cc eee 6 ete ee wee 10, 290 18. 05 
GS 6 ok Nise Ci ON eae 3, 901 6. 86 
as oa nn ene aC aKa bk oe 2,000 3. 50 
I ac 0 0 6 we he a ee 1,271 2.23 
PU ele as oe kite eee 483 85 
BS DP TIE ees eS eS 100 -% 
MES Fie oS ERS € bn SEO 537 - 85 
5 6 # bce 6 ak oka © ee ee $57, 000 100. 00 











The Austrian program in general covers the 
same shipment period as the French program, 
from December 17, 1947, through March 1948, 
except for the cereals allocation for April, which 
will be shipped in April 1948. 

Other comments on the Austrian program are 
as follows: 


Sugar. The Austrian Government has agreed 
to accept and process raw sugar in Austria. This 
action permits supply of an additional amount of 
sugar, stated by the Austrian Government and 
the Commanding General, U.S. Forces in Austria, 
as urgently needed, without increasing the amount 
of funds required. 

Fuel. No coal is being supplied from the 
United States as Austrian coal requirements can 
be met from European sources at a lower unit cost. 
The proposed program covers Ruhr, Saar, and 
Czechoslovakian coal for January, February, and 
March, and Polish coal for February, March, and 
April. April Polish coal must be paid for on or 
before March 20, 1948. 

Petrolewm and petroleum products. No petro- 
leum and petroleum products are included in the 
program. Such products as are required are being 
purchased by the Austrian Government. 

Pesticides. Asa result of having secured Brit- 
ish agreement to supply the major portion of the 
required pesticides, anticipated expenditures for 
these items have been materially reduced. 

Incentive goods. The Austrian Government is 
most desirous of receiving certain agricultural 
machinery spare parts as “incentive goods”. 
These parts can be secured from bizonal Germany 
prior to March 31, 1948. 
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Reserve. This reserve is set up to cover a 
possible increase in commodity and shipping 
costs and certain anticipated administrative 
charges which might be presented by the Depart- 
ment of the Army and for other contingencies. 

A cable from the Commanding General, U.S. 
Forces in Austria, states that 199 billion calories 
of import food is required for each 28-day ration 
period to support an 1,800-caloric ration in 
Austria. As an indication of its importance to 
Austria, the proposed food program will provide 
772 billion calories or approximately the total 
import food required for four ration periods. 


italian Program 


The target program for Italy, including partial 
programs previously approved for Italy totaling 
$93,403,000 under dates of December 23, 1947, 
January 9, 1948, and January 29, 1948, is shown 
in table V. 








TABLE V. 
% Esti- 
a, | met mated 
Product Mquantity | at ship-| ‘ship. | &¢ ship: 
iongtons)| side |ping cost Voto 
cost | ($000) [° Cost 
($000) ($000) 
Food 
ee oe 641, 000 | $76,393 | $10,749 | $87,142 
a odo eh wo be 12, 000 2, 213 252 2, 465 
ae ee 17, 500 4,329 671 5, 000 
pe eee 6, 000 1, 900 200 2, 100 
Sls 6 6 0.6 +16. 6:6 1, 500 1, 344 60 1, 404 
a a i560 Sk la 6, 000 1, 035 165 1, 200 
IS is Se ene bb gs 10, 000 2, 432 568 3, 000 
Sugar,raw (Ouba)......... 28, 000 2, 661 539 3, 200 
SE ee ee ee 28, 000 364 840 1, 204 
Coal 
ey hak a ek we O66 oe 1, 800,000 | 18,900 | 17,100 36, 000 
RE Sg ae aeee cea 500, 000 Pe ee 8, 000 
Petroleum 
Petroleum products, U.8...... 23, 102 1, 850 471 2, 321 
SRT SE ene er ae 473, 683 8, 038 4, 641 12, 679 
Fertilizer 
U.8. phosphate rocks ....... 70, 000 1,000 
ND ia ig Sis a Sel wSeatae ye Bee abe 1, 800 
EE iis back 4 ee © 0. 0260s 06.8% hee EN, OU ET 200 
CN a Fie OR ie as. BES 12, 285 
es 2s + ale 6 owe eo 6 6.8 181, 000 

















Table VI is a summary of the Italian program 
recommended in table V, using the commodity 
categories specified in Public Law 389. The sum- 
mary includes estimated cost of commodity and of 
shipping. 
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TABLE}VI. 
Estimated 
—_ at P 
Pp 
($000) 
Ps 6 a he aD ai Ae ew we 0 h8 0S $106, 715 B&B 
NS ele ke ie 8a" 6 ek ee) wee 8. eoece 44,000} 2% 
Petroleum and petroleum products. ......... 15, 000 & 
IE owas ck 6. 6 4% 1 oo. Be Oe ' 1, 800 0 
a Rbk be eee 60, 0 0 OP OLk e be ws 1,000 " 
EP an ee ae oe Pe eee 200 ‘ 
6 Ges ew a ee ee eo Soke hee ee 12, 285 6 
ME Ss «0 6b 6.0 ee ee ee wD $181,000 | 100, 











In general, the recommended Italian pro 
covers shipments January 1, 1948, through Mareh 
1948, with the following exceptions: (a) deliveries 
in Italy of Ruhr coal and petroleum, oil, and 
lubricants on and after December 17, 1947, thes 
being items not covered under the United S 
foreign relief program under Public Law 84; an 
(5) cereals and possibly coal to be shipped duri 
April 1948. 

Other comments on the Italian program are 
follows: 


Petrolewm and petroleum products. Suppli 
proposed to be shipped from the United States are 
confined to lubricants. The United States is 
practically the only source of supply for such 
products. No aviation gasoline is included in the 
program. 

Fertilizer. A considerably larger program for 
fertilizer was originally requested by Italy, but 
the reduction in available funds made it necessary 
to confine the request to a quantity of phosphate 
rocks to be shipped from the United States not 
to exceed $1,000,000 landed cost. 

Medical supplies. The recommended progral 
of $1,800,000 is primarily for the procurement of 
streptomycin, penicillin, DDT, and certain mis 
cellaneous products such as insulin, liver extract, 
and dried plasma. 

Reserve. The reserve includes the $12,000,000 
being held pending final decision as to distribution 
of these funds among several critically needed 
items, including additional coal, fertilizers, suga! 
and dairy products, and blister copper used i 
making pesticides. The balance of the reserve # 
held for possible use in an incentive-goods pre 
gram or for other contingencies. 

Some measure of the contribution of the foo 
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rtion of the recommended program is indicated 
by the fact that after eliminating the April allo- 
cation of cereals the program provides approxi- 
mately 600 to 650 calories a day for a three-month 
period to each of the estimated 35,000,000 non- 
producers. It is estimated that indigenous pro- 
duction will provide approximately 1,300 to 1,400 
calories a day, including wine for nonproducers. 


Statement on Incentive Goods Programs 
The State Department is now considering in- 
centive-goods programs of a very limited nature 
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to be carried out in Austria, France, and Italy as 
authorized under the interim-aid legislation. Be- 
cause of the reduction of $75,000,000 made by Con- 
gress in the administration’s request for $597,000,- 
000 for interim aid, most of the $522,000,000 finally 
appropriated must be used for essential fuel and 
food items to these three countries, and only a 
small amount can be made available to carry out 
incentive-goods programs. Plans for small in- 
centive-goods programs in these three countries 
under the interim-aid legislation should be com- 
pleted within the next two weeks. 


Chinese Aid Program Supply and Shipping Target 


[Released to the press February 13] 

The Department of State announced on Feb- 
ruary 13 a target supply and shipping prospectus 
for the $18,000,000 China aid program as appro- 
priated under Public Law 393 of December 28, 


| 1947, 


A partial program of $6,041,000 approved on 
February 3, 1948, as part of the total $18,000,000 
program, is included in the prospectus, which is as 
follows: 


























Esti- 

Freight | Est. | freight 
Produ Gong” | aE8H2; | stppine| aD 
tons) | (9000) | gost. | shipping 

($000) | Shippé 

($000) 
Wheat (U.8.).......... 18,600| $1,979|  $303| $2,282 
0 ee 47, 752 11, 884 1, 203 13, 087 
Hybridseedcorn ....... 2, 000 381 50 431 
cis ss % 4 eins Peet: eb PT ete eye” 200 
Medical supplies. ....... 1, 000 
 & 4 0-0 ore obi 1, 000 
Ms. e Acerh be hd $18, 000 
As in the case of the earlier China program 
(Public Law 84) it is recommended that a major 
part of the available funds be used for the pro- 


curement of wheat and rice. The $2,282,000 for 
February 22, 1948 


wheat represents the February and March alloca- 
tions to China. 

The approximately 48,000 long tons of rice from 
the United States covers about 84 percent of the 
allocation of 57,085 long tons of United States 
rice to China for the first six months of 1948. 

Hybrid seed corn was requested by the aid mis- 
sion in China because of its usefulness in certain 
famine and flooded areas in producing heavy 
yields of corn to be used as food. It was stated 
that 2,000 tons of hybrid seed could be distributed 
to farmers for growing 500,000 acres of corn. 

The requirements for pesticides as originally 
submitted by our mission were considered excessive 
in view of the distribution problem involved and 
were reduced by about two thirds. 

The $1,000,000 for medical supplies will in con- 
siderable part be used to supplement the $4,000,000 
already programmed for this purpose under 
Public Law 84. The $4,000,000 is not sufficient to 
complete procurement of the China medical pro- 
gram as submitted without some additional funds. 
Any unexpended balance will be used either for the 
purchase of medical supplies in addition to those 
already programmed or for the purchase of more 
rice. 

The $1,000,000 balance is being held in reserve 
pending final decision as to amounts of petroleum 
and Diesel.oil needed for use in transporting relief 
supplies. 
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Status of German Reparation and Dismantling Program: 


LETTER FROM THE SECRETARY OF STATE TO THE CHAIRMAN OF THE 
SENATE FOREIGN RELATIONS COMMITTEE 


Text of a letter to Senator Arthur H. Vandenberg 
from Secretary George C. Marshall regarding the 
German reparation program, and the Department’s 
memorandum on the subject 


February 4, 1948 
Dear SENATOR VANDENBERG: 


You will recall that during December you in- 
dicated the intention of going fully into the Ger- 
man reparation and dismantling program in con- 
nection with the consideration of the European 
Recovery Program by the Senate Foreign Rela- 
tions Committee. Since that time, the Depart- 
ments of State and of the Army have submitted to 
the Congress and to your Committee a consider- 
able amount of information on this subject. Dur- 
ing the course of my testimony before your Com- 
mittee on January 8, I made a number of state- 
ments in which I pointed out certain of the 
reasons in favor of continuing the dismantling pro- 

m, and indicated that further information and 
ata would be furnished in the near future. Vari- 
ous Army witnesses, including Secretary Royall 
and Under Secretary Draper, have testified at 
length before your Committee in support of the 
dismantling and reparation program, and espe- 
cially with reference to the more technical aspects 
of the program, including its effects upon the 
German economy. 

On January 24 Mr. Lovett forwarded to you a 
copy of the memorandum prepared by the Depart- 
ments of State and of the Army in reply to the 

uestions contained in House Resolution 365.? 
is resolution called for answers to eleven ques- 
tions concerning the dismantling program, and 
the replies (together with the six attachments) 
went into considerable detail. I understand that 
the Speaker of the House of Representatives read 
Mr. Lovett’s covering letter of January 24 before 
the House. It was pointed out in this letter that 
through both diplomatic channels and through the 
Office of Military Government (US), the British 
and French Governments have been asked to sup- 
ply detailed information with regard to the status 


* Released to the press Feb. 9, 1948. 
* BULLETIN of Feb. 8, 1948, p. 185. 


of the dismantling program in their respective 
areas of occupation. Although representatives of 
these governments have given us assurances that 
they will make every effort to furnish the requested 
information, we are still awaiting receipt of de 
tailed replies. 

I believe that there are certain very conpela 
reasons in favor of the reparation program whi 
may not be fully understood by the Congress, 
notwithstanding the quite extensive information 
which has been made available to the Congress 
through your Committee and otherwise. For this 
reason I am submitting to you herewith a further 
memorandum in which an effort is made to sum- 
marize the principal points which are involved. 
I believe that the information and arguments con- 
tained in this memorandum will be of use to your 
Committee, and it occurs to me that you and other 
members of the Senate may deem it appropriate to 
employ this material in any further discussions of 
the program which may take place. With this 
thought in mind I am forwarding to you under 
rg cover additional copies of the memorat- 

um. 

I should also like to bring to your attention the 
fact that the British and French Governments are 
understood to be opposed to modification of the 
present dismantling program. We know that they 
feel themselves justly entitled to and are most 
anxious to receive delivery of their share of the 
plants which have been selected for dismantling 
and of the reciprocal deliveries of commodities 
which the Soviets are obligated to make to the 
West. If all dismantling should be halted in our 
zone, this would be interpreted as the abandon- 
ment of the reparation program as far as the 
United States is concerned. The probable result 
of such action would be that the United States 
would find itself in sole opposition to the demands 
of the other 17 members of the I.A.R.A. group of 
nations, and would probably be faced with renewed 
demands for extensive reparation out of current 
production. The principles for which we have 
contended so vigorously would thus be placed m 
jeopardy. Instead of being able to dispose of the 
reparations problem in short time and at 
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tively little cost we will be thrown back into a 
situation similar to that which followed in the 
wake of World War I, with * aogpec disagreement 
and long drawn-out wrangling among the vic- 
torious allies, and particularly those nations in 
Western Europe among which unity of purpose 
and feeling is essential or European recovery. 

For the foregoing reasons, as well as the unfor- 
tunate political oe within German 
which our officials there have declared would result 
from a temporary halt of dismantling should it 
later be decided to resume dismantling, General 
Clay has not been instructed to discontinue dis- 
mantling. No further allocations by the Allied 
Control Authority have been made, however, since 
the current Congressional inquiry was begun. At 
the same time an investigation is being made to 
ascertain whether or not certain of the plants 
scheduled for dismantling would be better able to 
contribute to the world supply of critical items if 
retained in Germany, particularly those plants to 
which attention was called in the report of the 
Herter Committee. 

As you are aware, because of Soviet breaches 
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of the Potsdam Agreement we are seeking ade- 
y oe arrangements with the British i 

rther reparation deliveries to the East. These 
discussions are continuing, and in the meanwhile 
all deliveries from the US Zone to the USSR (and 
Poland) have been stopped except for the rem- 
nants of three plants which were largely dis- 
mantled and delivered before the last meeting of 
the Council of Foreign Ministers. 

After consulting your office, I am taking the lib- 
erty of furnishing copies of this letter and memo- 
randum to the Chairmen of the Appropriations 
Committee of the Senate and the Foreign Affairs 
and Appropriations Committees of the House of 
Representatives in view of the interest which these 
Committees have taken in the reparation and dis- 
mantling program. 

Faithfully yours, 





Ww 


MEMORANDUM ON THE GERMAN REPARATION PROGRAM 


February 2, 1948 

In recent weeks, while the major proposals of 
the European Recovery Program have been under 
continuous Congressional and public discussion, 
there has been wide-spread criticism directed to 
the question of the compatibility with that Pro- 
gram of the present German reparation settlement. 
It has been argued that the dismantling and trans- 
fer of German plants blocks the industrial re- 
covery of Germany and is the major factor 
preventing the great industries of the Ruhr from 
contributing to European reconstruction. The 
conclusion is drawn that the dismantling program 
increases the burden on the United States, and the 
costs which must be borne by the American tax- 
payer. It is asserted that the transferred plants 
are of small value to the recipient countries and 
that, in any case, the major beneficiaries are coun- 
tries which are unfriendly to the United States. 

A more limited opposition is addressed to the 
question of certain plants on the dismantling lists 
which appear to be technically capable of pro- 
ducing items, such as sheet and strip steel and 
large diameter pipe, which are in short supply 
throughout the world because of lack of producing 
capacity. It is argued that it would be to the 
advantage of all nations concerned to keep such 
plants in Germany and to assign them top priori- 
ties in supplies of coal, manpower, and other scarce 
factors of production, rather than to undergo the 
loss of production time involved in their dis- 
mantling and transfer. 
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In response to these criticisms a fundamental 
reexamination of all the considerations involved, 
both economic and political, has been undertaken 
by the Department of State. The conclusion has 
been reached that the German reparation program 
should be continued in its present form, and that 
such continuance will aid, not hamper, the eco- 
nomic recovery of Europe. Such continuance 
will, furthermore, leave to the German people 
adequate resources to enable them to develop a 
decent standard of life and to contribute through 
industrial exports to European recovery. The 
major considerations which led the Department 
to adopt this conclusion are summarized in the 
following paragraphs. The question of whether 
certain of the plants on the dismantling list would 
be better able to contribute to the world supply of 
critically short items if retained in Germany is 
now being investigated. 


Political Considerations 


The Need for a Final Settlement of the German 
Reparation Question 


The obligation of the aggressor to pay the maxi- 
mum reparation compatible with economic and 
political realities is incontestable. The failure 
after the first World War to arrive at a realistic 
solution of this problem cost American taxpayers 
and private investors hundreds of millions of dol- 
lars, seriously disrupted European and world 
trade throughout the interwar period, and gave 
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rise to constant frictions in international political 
relations. 

From this unhappy experience it could be con- 
cluded that any reparation settlement, to be satis- 
factory, should be realistically based on capacity 
to pay, should be carried to final completion 
within a relatively short period, and yet should be 
accepted as equitable by all concerned. It was 
such a settlement that the United States Govern- 
ment consistently sought from the time when 
planning for the post-surrender treatment of Ger- 
many was begun. Without such a settlement, it 
was certain that the time when Germany could 
enter into normal economic and political relations 
with the rest of the European community would 
be seriously delayed, and it was probable that 
American taxpayers and investors would once 
again find that they had paid the German 
reparation bill. 


The Character of Existing Reparation 
Agreements 


The Potsdam agreement embodies the basic fea- 
tures of a reparation settlement satisfactory to the 
United States. It very specifically lays down the 
principle that the German reparation bill must be 
kept within the bounds of Germany’s capacity to 
pay, and recognizes the necessity for a definitive 
settlement to be carried through within a few 
years. It takes into account the fears of European 
countries of a resurgence of German aggression 
and yet lays the ground for the establishment of a 
unified, peaceful, and economically viable Ger- 
many capable of self-support. 

Providing all parties Seante undertook its im- 
ere sa pm in a sincere spirit of cooperation, the 

otsdam agreement provided the basis for a defin- 
itive settlement of the reparation shares of the 
Soviet Union and Poland on the one hand, and of 
all other countries entitled to reparation from 
Germany on the other. The Paris agreement on 
reparation, which was negotiated in Paris during 
the last two months of 1945, represented the prac- 
tical acceptance by these other countries of the 
Potsdam reparation settlement. These 18 coun- 
tries in effect accepted the — of Germany’s 
capacity to pay and agreed among themselves as 
to their relative shares in a total volume of Ger- 
man reparation assets which at that time was un- 
known. Such a reparation settlement is un- 
precedented in history; and in view of the greatly 
reduced volume of capital equipment being made 
available under the revised levels of industry, its 
continued acceptance is even more remarkable. 


The Degree to Which the US. Government Is 
Committed Under Present Reparation Agree- 
ments 


There can be no doubt that the signatories of the 
Paris reparation agreement regard the United 
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States as being fully committed thereby to 

out the reparation provisions of Potsdam. There 
are no legal grounds in international law to justify 
the conclusion that the Paris agreement is no 
longer internationally binding. 

It is, of course, true that in cases where circum. 
stances have substantially changed since the date 
of signature of an international agreement, and 
where the majority of the signatories to the agree. 
ment concur in the view that the agreement re. 
quires modification in the light of such changed 
circumstances, renegotiation has frequently been 
undertaken. As pointed out elsewhere, however, 
the majority of the signatories to the Paris 
ment on reparation feel strongly that the imple 
mentation of the agreement should be continued 
and that, indeed, the action taken to date has been 
too dilatory and limited. 

As is well known, the Soviet Union has refused 
to follow in practice the principles of German 
self-support and capacity to pay and of economie 
unity laid down in the Potsdam agreement. Un- 
less it is willing to live up to all the terms of this 
agreement, it cannot properly claim that only 
those clauses wholly favorable to it should be car- 
ried out. As has been announced, the Department 
of State is now seeking adequate arrangements 
with the British regarding further reparation de- 
liveries to the east. So far as the United States 
Zone in Germany is concerned, only the remnants 
of three plants, dismantling and shipping of which 
had already progressed very far prior to the last 
Council of Foreign Ministers, are now in process 
of delivery to the U.S.S.R. 

It remains true, however, that the Potsdam 
agreement embodies the basic features of a repara- 
tion settlement satisfactory to the United States, 
and one which is probably as advantageous to 
Germany as is compatible with Germany’s obliga- 
tions. This being so, it would obviously be un- 
wise to abandon the Potsdam reparation settle- 
ment merely by reason of Soviet malfeasance. 


The Present Attitude of European Countries 


The attitude of the members of the Inter-Allied 
Reparation Agency towards the dismantling pro- 

am has been most recently indicated by a reso- 
ution of the Assembly, transmitted in November 
1947, to the Council of Foreign Ministers. The 
resolution protested the delays in dismantling and 
shipment of German plants and reque 
Council to seek measures to speed up the program. 
A similar resolution had been presented to the 
Council in October 1946. 

The eagerness with which the members of the 
Agency have sought to secure such German ome 
and equipment as have been made available to 
them is ample evidence of the importance whi¢ 
they attach to these plants for purposes of theif 
own economic reconstruction. Apart, however; 
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from the contribution of the reparation program 
to their own economic reconstruction, these coun- 
tries regard the program as a symbol of an attitude 
toward Germany’s past actions and toward their 
own future, the abandonment of which would 
cause the greatest concern. To argue that the 
United States has already, through contributions 
to European relief, “more than paid for these 

Jants”, would seem to them to represent a callous 
disregard for the moral issues at stake and for the 
superior rights of the victims over the aggressor. 
This attitude also tends wrongly to identify Ger- 
man and American interests. 

From a purely practical standpoint, it is the 
attitudes of Britain and France, in whose occu- 
pation zones in Germany are located the great 
majority of the plants remaining to be dismantled, 
that are of most importance. The British have 
very strongly expressed the view that they regard 
themselves as bound by the Paris reparation agree- 
ment to carry out the dismantling program. The 
French, although they have not been directly ap- 
proached at this time, are known to hold similar 
views. In addition, the French have already pro- 
tested against the present bizonal level of industry 
on the grounds that in certain fields of industry 
it permits the retention of so great a German 
capacity as to threaten their own security. The 
Department of State considers that it would be 
inconsistent with national policy to attempt to 
coerce the British and French into taking action 
which they would regard as a breach of their in- 
ternational commitments, and as an injury to their 
own material interests and to those of the entire 
European community. 


Economic Considerations 
The Character of the Bizonal Level of Industry 


_ When it became clear that the U.S.S.R. had no 
immediate intention, except on its own terms, of 
putting into effect the economic arrangements en- 
visioned under the Potsdam agreement as neces- 
sary for the creation of a viable German economy, 
the American and British Governments took the 
decision to merge their zones economically. An 
open invitation to other zones to join the merger 
was maintained. The two Governments con- 
tinued to feel, however, that the general lines of 
the reparation settlement embodied in the Potsdam 
ment were correct ones, and instructions were 
given to the two zone commanders to prepare a 
revised level of industry for the bizonal area as a 
basis for the carrying out of that settlement. 
ese instructions were given in March 1947, after 
the Council of Foreign Ministers met at Moscow. 
By that time some 18 months’ experience had 
given a clearer insight into the problems of Ger- 
man economic recovery. ‘The general dollar crisis 
m western Europe had not yet me apparent in 
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its full intensity, although serious difficulties had 
already appeared. In working on the revised 
level of industry the American and British author- 
ities in Germany had fully in mind the necessity 
of providing the basis for a German economy with 
the resources and flexibility essential not only for 
its own recovery, but also for the fullest contribu- 
tion within its power to general European 
recovery. 

Negotiations proceeded over several months, 
and it was not until August 29, 1947, that the re- 
vised level of industry was finally announced. 
The general effect of the revised level of industry 
is to permit the retention in the bizonal area of 
sufficient industrial capacity to produce approxi- 
mately the same volume of output as was produced 
in 1936. 

1936 was a year of considerable prosperity in 
Germany and one in which the German standard 
of living was one of the highest in the world. Not 
only was the standard of living high in that year, 
but in addition the Nazi Government found it pos- 
sible to devote large resources to the construction 
of the Autobahns, of massive public buildings, and 
Nazi Brown Houses, and to armaments production. 

In 1936 the bizonal area exported, in terms of 
current prices, roughly $1.75 billions worth of 
industrial products. The revised level of industry 
provides the basis for a volume of exports some 15 
percent larger than this. 

It should be emphasized, in addition, that the 
revised level in no way constitutes a permanent 
straitjacket on the German economy. Within the 
resources left to them, the Germans are free to 
develop their economy and standard of living to 
the fullest extent made possible by their enter- 
prise and hard work. Such permanent restriction 
as may be necessary for reasons of security will be 
contained in the final peace arrangements. In the 
meantime, the occupation of Germany will 
continue. 

It is well to recall that, on the basis of the re- 
sources available to therh in 1936, the Germans 
established a formidable war machine. Had these 
resources been devoted to peaceful purposes, the 
German standard of living could have been greatly 
raised above its already high level. 

It is, of course, true that the — in the 
bizonal area will be considerably higher than in 
1936 and that the volume of industrial output per 
capita will therefore be lower. Taking into ac- 
count, however, the fact that resources will no 
longer be devoted to war purposes, it is considered 
that full opportunity remains for the development 
of a decent standard of life. 

The level of industry presently contemplated in 
the French zone is believed to be rather lower, on a 
relative basis, than that for the bizonal area. In- 
dustrial capacity in that area is, however, a rela- 
tively small fraction of the total in the three 
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western zones. Even if present French plans are 
carried out in their entirety, therefore, it is not 
believed that they will materially reduce the ca- 
pacity of western Germany as a whole. 


The Selection of Individual Plants for Removal 


The selection of individual plants for removal 
was carried out with a view to retaining in Ger- 
many the most economically located plants and 
those best able to contribute to the export pro , 
while at the same time minimizing the oad and 
temporary effects of dismantling. The concentra- 
tion of production in the plants remaining is ex- 
pected to improve efficiency in management and in 
the use of labor, fuel, and raw materials. It 
should be noted that these lists were drawn u 
during the period between the end of August 194 
and the middle of October and that the general 
character of European and world needs, and 
especially of the needs for specific critical com- 
modities, was well known at this time. 

At the time of publication of the list of plants 
to be dismantled, on October 16, the responsible 
German authorities were invited to submit sug- 
gested amendments. No amendments were wc: 4 
mitted in the case of the American list. Some 30 
or 40 amendments were suggested for the list of 
plants in the British zone. Many of these amend- 
ments were accepted, and others are still under 
consideration. 


The Relation of German Production to the 
European Recovery Program 


The present level of industrial production in the 
bizonal area is roughly one third of the capacity 
scheduled for retention under the revised level of 
industry. Even this level has been achieved only 
after more than two years of grinding effort to 
break the complex log-jam of shortages which is 
blocking German production—food, coal, raw ma- 
terials, housing, manpower, transport, etc. In no 
single branch of industry does production now 
equal or even approach retained capacity. In no 
branch of industry will the removal of capacity 
now scheduled for dismantling materially affect 
the output of that industry over the next four or 
five years. 

In the light of the above facts it is clear that 
the real problem of bringing about German re- 
covery, and therefore of enabling Germany to con- 
tribute to European recovery, is to increase 
German production. Even were present German 
production doubled, it would still be one third 
lower than is technically possible on the basis of 
the revised level of industry. 

Many suggestions have been put forward in the 
press and in pamphlets as to possible means of 
increasing German industrial output to the point 
where all existing capacity, including that sched- 
uled for dismantling, could be fully utilized. It 
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has been urged, for example, that more coal should 























































be shipped from the United States in order tof perien 
permit the retention in Germany of a greater par 
portion of German coal production, thereby afford.f tratio 
ing the basis for a greater German industrial 1 
output. This — ignores the fact that coal§ of sec 
is now being stockpiled at German mines becauge§} perce! 
of inability to transport it to manufacturi es 
eng It ignores the fact that skilled manpower§ for m: 
or making immediate use of greatly increased# far in 
quantities of coal is simply not available. Other§ been p 
panaceas offered can be shown, upon detailed§ the fa 
analysis, to fail equally to take into account thef lantic 
hard facts of economic life in Germany today. § can be 
Industrial recovery in Germany is necessarily— The 
a slow process, which can only proceed in a reason-§ ally a 
ably balanced fashion, with advances in one par-§ Unite: 
ticular branch of industry providing the essential tion A 
basis for equivalent advances in other branches,§ cals p. 
To superimpose overriding priorities for produc-§ 000, a 
tion of particular items would be to invite collaps— many 
in other segments of production. To attempt tof Perm: 
inject supplies of fuel and raw materials into thef Germ: 
economy at a rate faster than can be effectively} and is 
utilized under existing circumstances would en-} Custo 
gender waste and misuse. In view of world short-} plants 
ages today, such action would be untenable. in this 
In conclusion, it is important to note that in} temo! 
their discussions of the possible German contribu-§ of ex 
tion to European recovery the bizonal authorities sound 
did not find themselves in any way limited by they Eq 
restrictions imposed under the revised level of § been r 
industry. Their estimates of possible German§ ment 
production, and of possible German exports tof the K 
countries participating in the European very | repla 
Program represented the maximum deemed fea-§ dama, 
sible under existing and expected conditions ing the G 
Germany, taking into account the needs both of § which 
Germany and of Europe. _ & ments 
Even under present programming, it is esti-§ pract: 
mated that within four or five years Germany mayf Int 
have a substantial export surplus in its trade rela-§ sible 
tions with other countries participating in the§ withi 
European Recovery Program. By 1952 total ex § Germ 
ports from the bizonal area to these countries are § repar: 
estimated to be in the neighborhood of $2 billion F dolla: 
with a surplus of exports over imports of around’ F abjet 
quarter of a billion dollars. To divert food, coal, F ery, 
and raw materials from other countries to in Ge 
a with the result of increasing this sar fean 
would be difficult to defend either on political of ,,),,, 
on economic grounds. Such diversion would bef 
certain to lend ammunition to the Communist a. 
propaganda that the United States favors the re State 
building of a powerful Germany over the recon- 
struction of Germany’s victims. U 
n 
The Economic Feasibility of Transferring German § vy», 
Plants “rec 
Ample evidence of the economic feasibility of F and ¢ 
dismantling and transferring industrial equip- [the c: 
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ment is to be found both in earlier American ex- 
rience and in the experience of the Inter-Allied 
Reparation Agency. The War Assets Adminis- 
tration, for example, has been realizing about 50 
nt of war-inflated acquisition costs on sales 
of second-hand general-purpose machinery. 80 
rcent of the equipment sold by them has been 
emantled and transferred to new sites. Demand 
for many types of equipment offered by them is 
far in excess of supply. European countries have 
been paying good prices for this machinery despite 
the fact that it must be transported across the At- 
lantic and converted to the metric system before it 
can be utilized. 

The O.F.L.C. has promptly disposed of virtu- 
ally all of the German equipment secured by the 
United States through the Inter-Allied Repara- 
tim Agency. Most recently, for example, a chemi- 
cals plant was sold to an American firm for $103,- 
000, although its 1938 replacement cost in Ger- 
many was estimated at only about $135,000. The 
Permanente Metals Corporation has purchased a 
German paca my rolling mill for $203,000, 
and is now engaged in dismantling and packing it. 
Customs duties must be paid also and both these 
plants must be moved across the Atlantic, reerected 
in this country, and adapted to the American sys- 
tem of measurement. Nevertheless, in the opinion 
of experienced American businessmen these are 
sound commercial transactions. 

Equipment from the Hensoldt Optical Plant has 
been reerected in the Netherlands to replace equip- 
ment looted by the Germans. Machine m 
the Kugelfischer ball-bearing plant will help to 
replace both British and French plants extensivel 
damaged during the war. It is clear that bo 
the Governments concerned and the business firms 
which purchase the equipment from their Govern- 
ments, regard the dismantling program as both 
practicable and profitable. 

_Inmany cases Germany represents the only pos- 
sible source for securing industrial equipment 
within a reasonable period. Furthermore, the 
German equipment can be procured under the 
reparation program without expenditure of scarce 
dollars and is in most cases more readily adapt- 
able to European plants than is American machin- 
ery. Since the plants cannot presently be used 
in Germany, their present economic value there 
8 so low as to be negligible in relation to their 
value to recipient countries. It is too seldom re- 
membered that at the end of the war Germany 
oe Earteliy as many machine tools as the United 
Reciprocal Deliveries 


Under the Potsdam agreement, the Soviet Union 
was required to make the western powers so-called 
‘reciprocal deliveries” of foodstuffs, potash, coal, 
and other commodities in return for three fifths of 
the capital equipment delivered to them from the 
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western zones of Germany, i.e., in return for 15 
of the 25 percent of total removals from the west- 
ern zones to which they were entitled. Such recip- 
rocal deliveries were to be spread over a period of 
five years, whereas the capital removal program 
was to be completed within two years. 

Under present plans total capital removals from 
the western zones would probably amount in 1938 
values to approximately 1 billion Reichsmarks, of 
which the Soviet share would be RM 250 million. 
In return from this removed plant RM 150 million 
worth of reciprocal deliveries would be required 
from the U.S.S.R. Since roughly RM 100 million 
worth of capital equipment has already been de- 
livered to the Soviet Union, while reciprocal de- 
liveries are only now about to begin, the theoretical 
debts on both sides are now roughly equal. 

In other words, the U.S.S.R. owes to the western 
powers RM 150 million worth of coal, food, and 
other commodities, and an equivalent value in de- 
liveries of capital equipment is theoretically owed 
to the Soviet Union. The extremely urgent de- 
mands for commodities in western Europe and the 
disproportionately great increase in world prices 
of commodities over capital — since 1938, 
tend to make this possible exchange advantageous 
to the member nations of the Inter-Allied Repara- 


tion Agency. 
Conclusions 


Analysis of Germany’s economic situation 
shows a question that the revised level of 
industry, and the dismantling program based on it, 
have no present effect on Germany’s ability to 
roduce and to export; nor has the revised level 
freate found an obstacle to planning the maximum 
feasible contribution by Germany to the general 
European Recovery Program. It provides for the 
retention in the bizonal area of sufficient industrial 
capacity to provide the basis for development of a 
reasonable standard of living and of a volume of 
industrial exports greater than prevailed in 1936. 
The dismantling and removal of German plants, 
therefore, represents a transfer of capacity which 
would otherwise remain idle in Germany to coun- 
tries which, because of more adequate supplies of 
manpower, housing, transport, and other scarce 
factors of production, and because they enjoy 
more stable monetary and administrative organi- 
zations, can make good use of them. Transferred 
German plants are already contributing to the 
economic recovery of other European countries 
and may be expected to reduce the cost of the 
American contribution to European aid. To a 
considerable extent recipient nations have no other 
available source of supply for meeting their re- 
quirement for much-needed industrial expansion. 
The reparation settlement embodied in the Pots- 
dam and Paris reparation agreements, of which the 
dismantling program represents the concrete im- 
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plementation, is one which accords with the best 
interests both of the United States and, recogniz- 
ing its obligations, of Germany. It is a settlement 
to which genuinely friendly European countries 
including both Great Britain and France, regard 


Arrest of American Officers in Hungary ' 


the United States as being fully committed, anj 
one which represents to them the symbol of a 
attitude towards Germany’s past actions anj 
towards their own future, the abandonment of 
which would cause them the greatest concern, 


TEXT OF AMERICAN AND HUNGARIAN NOTES 


On instructions of this Government, the Amer- 
ican Embassy in Moscow has addressed to the 
Soviet Foreign Office, under date of February 7, a 
note ((2) below) protesting the recent arrest in 
Hungary by Soviet troops of Lt. Cols. Bernard 
Thielen and Peter J. Kopesak, Attaché and As- 
sistant Military Attaché, respectively, of the 
American Legation in Budapest. The American 
Legation in Budapest has concurrently delivered 
notes to the Soviet Legation in Budapest ( (3) be- 
id and to the Hungarian Foreign Office ( (4) be- 
low) concerning the matter. 

On January 14, Colonels Thielen and Kopcsak 
were pers | by Soviet troops in Hungary and 
abducted across the Hungarian frontier to Vienna 
where intervention by United States authorities 
effected their release. Following informal repre- 
sentations by the American Minister in Budapest, 
Selden Chapin, to the Hungarian Foreign Minister 
on January 16, the Hungarian Foreign Office, in a 
note dated January 17, stated the Soviet Legation 
in Budapest would furnish the Foreign Minister, 
within two or three days, information in regard to 
the case, which would be forwarded to the Amer- 
ican Legation as soon as it was received. The 
American Legation acknowledged this communi- 
cation from the Foreign Office in a note of January 
19 ((1) below). On January 21, the American 

tion received a note from the Soviet Minister 
in Budapest, who charged, with reference to the 
case, that Colonels Thielen and Kopcsak had re- 
fused to submit proper identification papers and 
had violated generally known rules in entering a 
Soviet military area without previous permission 
from the commander of the Soviet units there. 
The Soviet Minister added his “hope” that the 
American Minister would “take the necessary steps 
that the offenders be punished, lest such incidents 
should occur in the future.” 


(1) Text of note of January 19, 1948, from the 
American Legation, Budapest, to the Hungarian 
Foreign Office 

The Legation of the United States of America 
presents its compliments to the Ministry for For- 
eign Affairs and with reference to the Ministry’s 
Note No. 167/pol.-1948, dated January 17, 1948, 


* Released to the press Feb. 11, 1948. 
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has the honor to enclose the gist of the sworn state 
ments of the two officers involved, as to events 
connected with their recent arrest and abductio 
across the Hungarian-Austrian border by Soviet 
military authorities. 

The tion will be happy to receive and wil 
read with keen interest, such documents as may be 
presented to the Foreign Ministry by the Legation 
of the Union of Soviet Socialist Republics in Buda. 
pest, and which may be forwarded by the former 
to this Legation, bearing on this case. It is pr 
sumably entirely within the competence of the 
Hungarian Government to decide whether or not 
Hungary’s sovereignty has been violated, and 
what action if any is necessary as a result; never. 
theless the Legation of the United States of 
America can in advance conceive of no adequate 
excuse for the exercise of police powers on Hun 
garian territory by “line of communication’ 
troops of a third power; the arrest of the diplo 
matic representatives of a foreign government 
duly accredited to Hungary; refusal by the mili- 
tary authorities of said third power to recognize or 
to honor the diplomatic identification cards issued 
by the Hungarian Ministry for Foreign Affairs; 
refusal by force of arms to permit such diplomatie 
officers to communicate with their own Legation; 
and their abduction out of Hungary, to which they 
are accredited, under armed guard and in sucha 
way as to ret adequate examination by the 
Hungarian border guards, the officers being with- 
out passports or visas authorizing their departure 
from Hungary. : 

The Legation of the United States of America 
avails itself [etc.] 


(Enclosure: Gist of Sworn Statements) 


I, Bernard Thielen, Lt. Colonel, United States 
Army, Attache of the Legation of the United 
States of America in Budapest and I, Peter J. 
Kopesak, Lt. Colonel, United States Army, Assist 
ant Military Attache of the Legation of the United 
States of America in Budapest make the following 
joint statements concerning our recent arrest 1 
Hungary and abduction across the Hungaria 
Austrian border by Soviet military authorities: 


Lt. Colonels Kopesak and Thielen had departed 
from Budapest at 8:00 a.m. January 13, 1948, 00 
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a routine trip of official nature. They were both 
wearing full uniform of the United States Army 
and were traveling in miltary vehicle USMA No. 3, 
Chevrolet Sedan, belonging to the Office of the 
United States Military Aitasiin, Budapest. The 


description of the vehicle is as follows: 


Color: Olive drab with white bumpers. 

Identifying Marks: “USMA 3” on both bumpers. 

Serial numbers on hood in white letters: USA 
147174. 


They had in their possession the following 
documents : 


(1) Diplomatic identification documents issued 
by the Hungarian Ministry for Foreign Affairs; 


(a) No. 2385/1947, dated December 2, 1947, is- 
sued to Lt. Colonel Bernard Thielen, bearing in- 
scription “Magyar Kulugyministerium Igazol- 
vany, Kulfoldi Diplomatak Reszere” on the outside 
cover with a blue stripe running from the upper 
right corner to the lower left corner, containing a 
picture of Lt. Colonel Thielen affixed inside to- 
gether with typewritten details setting forth his 
status ; 

(b) "A similar document No. 233/1947, dated 
December 2, 1947 and issued to Lt. Colonel 
Kopesak. 


2. Identification cards issued by the Adjutant 
General’s Office, United States Army: 


(a) No. D-229002 issued to Lt. Col. Thielen; 
(b) No. C-239528 issued to Lt. Col. Kopcesak. 


They entered Gyor about 11: 00 a.m. of the same 
day and drove about the city. About 11:30 a.m. a 
truck filled with Soviet soldiers who were armed 
with submachine guns and rifles with fixed bayo- 
nets pulled up in front of their car and the Soviet 
soldiers jumped out and surrounded the American 
car. Without any explanation, the two American 
officers were forced to accompany the Russian 
military to a Soviet headquarters where they were 
made to remain in their car while the Russian 
officer in charge of the squad which had detained 
them went into the headquarters building. Sub- 
sequently they were escorted under armed guard 
to the k ommandatura, where the Commandant 
carefully inspected their diplomatic identity cards. 
The Commandant evidenced suspicion as to the 
authenticity of these cards. Finally, he stated 
that it was forbidden to enter an area occupied by 
foreign troops. The American officers replied 
that to their knowledge no announcement had been 
made of the presence of Soviet troops in Gyor and 
that they had seen no signs in Russian or in any 
other language stating that entry to the area was 
forbidden. After some further delay, the Soviet 
Commandant released the two American officers 
ney proceeded on their way without further 
incident. 
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The following day, January 14, 1948, en route 
to Budapest, at about 11:00 a.m. as they were 
entering the main square of Papa on the public 
highway, they stopped to inquire of a Hungarian 
policeman as to the best route to Zire. The police- 
man gave them the information requested and 
they started to proceed on their journey when 
after going about one hundred yards they were 
stopped by a Russian officer and an armed Rus- 
sian sentry and told that they had to present their 
documents at the Soviet Kommandatura. The 
American officers protested that they were merely 
ee through Papa and offered their documents 

or the Soviet officer’s inspection. The documents 
were verified as to their authenticity by the 
Hugarian policeman from whom the pe ec had 
previously requested directions, but the Soviet 
officer refused to discuss the matter and insisted 
that the American officers accompany him to the 
Kommandatura. Anticipating only a brief delay, 
the American officers drove to the = ten mom 
Lt. Col. Kopesak took his and Lt. Col. Thielen’s 
documents into the Kommandatura office while 
Lt. Col. Thielen remained in the car which was 
parked at the Kommandatura entrance and under 
surveillance of armed Russian sentries. Lt. Col. 
Thielen was requested several times to drive the 
car into the Kommandatura courtyard, but each 
time he refused to do so. 

Meanwhile, Lt. Col. Kopcsak had shown his and 
Lt. Col. Thielen’s documents to a Hungarian- 
speaking Soviet soldier. The latter stated that the 
Russians understood the status of the two Ameri- 
can officers, but that as a matter of routine it 
would be necessary for the Officer of the Day to 
telephone the Soviet Town Commandant. After 
some time, during which no apparent progress had 
been made, Lt. Gol. Kopcsak insisted that he and 
Lt. Col. Thielen be permitted to continue their 
journey. A Soviet captain then informed him 
that he must drive his car into the Kommandatura 
enclosure, giving as a reason the fact that a large 
crowd of Hungarians was collecting around the 
vehicle and the entrance to the Kommandatura. 
Lt. Col. Kopesak refused, however. 

The Russian captain then requested that the 
American officer (Lt. Col. Fee a who was still 
outside in the car, come into the Kommandatura. 
After locking the car, Lt. Col. Thielen complied 
with this request. Upon entering the Kom- 
mandatura he pointed out to the senior Russian 
officer present that he and Lt. Col. Kopesak had 
no intention of stopping in Papa. The Soviet 
officer stated that he was fully aware of that and 
that it was merely a question of verifying the 
documents of the American officers. In this con- 
nection, he stated that the documents were writ- 
ten in Hungarian. Lt. Colonels Thielen and 
Kopcsak immediately pointed out that a Hungar- 
ian policeman had accompanied them to the Kom- 
mandatura and that he could translate the docu- 
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ments or that Lt. Col. Kopcsak could give a literal 
translation if such were desired and that, further- 
more, one of the Russian soldiers obviously spoke 
fluent Hungarian. 

About 2:30 p.m., Lt. Colonels Thielen and 
Kopcesak informed the officer in charge of the 
Kommandatura that they were going out to eat 
lunch. The Soviet officer refused to grant permis- 
sion for this at first, but after some delay he made 
a telephone call and then stated that the two 
American officers might go out for this purpose. 
The two American officers were accompanied to-a 
nearby restaurant under armed guard of three 
Russian soilders with submachine guns and one 
Russian officer. ; 

Upon arrival at the restaurant, the Soviet sol- 
diers forcibly dispersed a crowd which had gath- 
ered and kept the curtains drawn during the time 
when Lt. Colonels Thielen and ap were 
having their lunch. The American officers, how- 
ever, could not help noticin — leaving the res- 
taurant that this crowd of Hungarian civilians 
which had again gathered outside, was displaying 
considerable resentment at the detention of the 
Americans by the Soviet military. 

After ee the two American officers were es- 
corted, still under armed guard, back to the Kom- 
mandatura. There the two officers demanded per- 
mission to telephone to the American Legation in 
Budapest, but were refused, despite continued in- 
sistence on this right. It was at this point that 
the Soviet officials stated that the two American 
officers were soon to be taken to Budapest. This 
statement was utilized by the Soviets as an excuse 
for their repeated refusals to permit any telephone 
call to be made to the American Legation in Buda- 

t. Lt. Col. Kopcsak continued to insist on 

is right to telephone and finally said that he 
would go outside and use another telephone, but 
when he attempted to leave the office of the Kom- 
mandatura, the Russian sentry, upon an order 
from one of the officials pushed a gun against 
Kopcsak’s chest and told him to sit down. 

t this point the Russian captain reentered the 
room and said that soon the two American officers 
would be taken to some other place. Lt. Col. 
ro ay immediately asked him where they were 
to be taken and the captain replied that they 
would find out later. 

About 4:00 p.m. the American officers were told 
that arrangements had been completed to take 
them to Buda and that they would be accom- 
panied by the Town Commandant of Papa, a lieu- 
tenant colonel in the Russian Army. e Rus- 
sian captain then said that while he recognized 
that it was customary for military officers to carry 
sidearms, the Commandant had said that he would 
not accompany them unless they to sur- 
render their weapons. Both Lt. Col. Thielen and 
Lt. Col. Ko declined to do so unless they 
were given full assurances as to where they were 
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being taken. They were then informed category}. 
cally that until and unless they surrendered thejp 
weapons they would not be taken to Budapest 
Thereupon they agreed to turn their pistols ove 
to one of the Russian officers accompanying them, 

At about 5:00 p.m. they saw the Commandant 
for the first time. He explained to Lt. Col. This 
len that they would be taken to Budapest in their 
own car and would be released there. Lt. ol 
Thielen asked him to repeat this slowly so that 
there might be no misunderstanding. When th 
Commandant had done this the two America 
officers gave him their pistols which the Com. 
mandant, after removing the magazines, placed 
in his own pocket. The Commandant then stated 
that they were being detained for routine identi. 
fication prior to their being released and that m 
doubt in Budapest they could be properly 
identified. 

By this time it was dark. The two American 
officers were separated ; Lt. Col. Thielen being di- 
rected to ride in the car of the Commandant with 
the Commandant himself. Lt. Col. Kopcsak was 
ordered to sit in the back of the American car 
despite his protests that he preferred to drive it, 
He was joined in the back seat by the Russian 
captain while a Russian soldier with a submachin 
gun and a Russian driver sat in the front seat. 

The cars left the Kommandatura, with the Con. 
mandant’s car in the lead, and headed out on high- 
es No. 821 towards Csorna. After some time and 
before reaching highway No. 1 the vehicles came 
to a crossroads where there were road signs point 
ing to Gyor in one direction and to Sopron in the 
other direction. The cars turned toward Sopron. 
Lt. Col. Thielen ee protested to the 
mandant who laughed and said that they wer 
going to Sopron though he refused to give 
reason. The vehicles proceeded along various 
roads which the Americans were unable to identify 
due to the darkness and the rain, followed a 
narrow winding road through the outskirts 
Sopron and without stopping went on to the 
Hungarian-Austrian border. At the frontier bar 
rier, the Commandant shouted “Two Russian ma 
chines” and the Hungarian border guard raised 
the barrier immediately without examination of 
any documents, without apparently noticing that 
one car was an American car and without looking 
into either car. 

After leaving Hungary the vehicles followed 
back roads which apparently were unknown to the 
driver of the Commandant’s car, since he had 
stop several times to ask directions to the Soviet 
occupied zone in Vienna. Finally, the cars arri 
about 10:30 p.m. at the Kommandatura in Vienna 


where the two American officers were held 
about 2:00 a.m. on January 15, 1948 when 
were released at the intervention of American 
tary authorities in Vienna. It may be noted that 
upon their release the senior Soviet officer p 
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was unable to explain why the two American ofli- 
cers had been detained. 

On their return to Budapest from Vienna on 
January 16, 1948 the American officers encountered 
no difficulty at the Soviet roadblock in Austria. 
The Austrian and Czechoslovakian border guards 
also permitted them to pass without delay. How- 
ever upon arriving at the Hungarian border they 
were told to report to the Hungarian Customs 
Office where the Hungarian officials appeared to be 
very suspicious and spent about fifteen minutes 
interrogating the two American officers. The cus- 
toms officials requested trip tiques for the auto- 
mobile and inquired concerning dutiable personal 
effects. Finally, after an additional wait of about 
15 minutes, the customs official at length permitted 
the officers to depart for Budapest. 

Bernarp Tureten, Lt. Col, USA 
Perer J. Koprcsax, Lt. Col, USA 


Subscribed and sworn to before me this 19th day 
of January, 1948. 


[sean] Harry E. Cartson 
Consul General of the United 
States of America 


(2) Text of note of February 7, 1948, from the Ameri- 
can Embassy, Moscow, to the Soviet Foreign Office 


Lt. Colonel P. J. Kopcsak and Lt. Colonel Ber- 
nard Thielen, Assistant Military Attache and 
Attache, respectively, of the American Legation in 
Budapest, on January 14, 1948 at approximatel 
1:30 p.m., while driving in an easily identifiable 
olive drab official sedan of the Military Attache’s 
dice through the town of Papa, Hungary, were 
detained by Soviet Military officials who refused 
to release thins in spite of the fact that both Amer- 
ican officers offered proper documents for inspec- 
tion including valid diplomatic identification 
cards. The officers were then taken by automobile 
across the Hungarian frontier, where no stop was 
made to permit inspection of documents by Hun- 

rian border guards, and finally to the Soviet 

omandatura in Vienna, where they were detained 
until after 2: 00 a.m., on January 15. 

The Soviet military authorities who arrested 
and abducted the American officers not only made 
no effort, despite the possession by the latter of 
valid diplomatic identification, to confirm the 
identity of the officers by communicating with the 

jungarian Foreign Office or the American Lega- 
tion in aes but also refused to permit the 
officers themselves to telephone the American Lega- 
tion in Budapest. 
_ Copies of sworn evidence with regard to the 
Incident are being transmitted by the American 
egation in Budapest to the Soviet Legation there, 
with the request that the latter forward this ma- 
terial to the Soviet Government for its attention. 
This detention and abduction out of Hungary 
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of American diplomatic personnel constitutes an 
arbitrary and unjustified exercise of police power 
in Hungary by Soviet “line of communication” 
troops and unwarranted interference with diplo- 
matic officials duly accredited to the Hungarian 
Government, in derogation of Hungarian sover- 
eignty. 

The United States Government protests this 
unwarranted and unjustified action on the part of 
the Soviet military authorities and requests that 
appropriate orders be issued to Soviet troops to 
ensure that Hungarian sovereignty be respected 
and that such incidents do not occur in the future. 


(3) Text of note of February 7, 1948, from the Ameri- 
can Minister in Budapest to the Soviet Minister in 
Budapest 


I have the honor to acknowledge the receipt of 
Your Excellency’s note No. 44 dated January 21, 
1948 with regard to the recent arrest by Soviet 
troops, in the main square of Papa, of Lieutenant 
Colonels Thielen and Kopesak of this Legation. I 
regret to inform Your Excellency that the state- 
ments contained in the foregoing communication 
do not correspond to the facts in the case as set 
forth in sworn evidence which was previously sub- 
mitted to the Hungarian Government on January 
19, 1948, a copy of which is attached for Your 
Excellency’s information. I should appreciate it 
if Your Excellency would forward this document 
to the Soviet Foreign Office in Moscow. 

Your Excellency’s attention is invited to the 
significant facts that (1) the Soviet military au- 
thorities who arrested the American officers and 
abducted them from Hungary not only made no 
effort—despite the latter’s possession of valid 
diplomatic identification—to confirm the identity 
of the officers by communication with the Hun- 
garian Foreign Office or this Legation but they 
also refused to permit the officers themselves to 
telephone this Legation; and (2) this conduct con- 
stitutes the arbitrary exercise of police power by 
Soviet “line of communication” troops and an un- 
warranted interference with duly accredited diplo- 
matic officials in derogation of Hungarian sover- 


eignty. 

> the circumstances, I obviously must reject the 
contentions in this matter contained in Your Ex- 
cellency’s note under reference, together with the 
request contained therein that the American officers 
be punished. 

I am informed by m 
lodging a protest through the American wT 
in Moscow with the Soviet Foreign Office regard- 
ing this incident; and I am instructed to add that 
any further correspondence on this matter in so 
far as relations between the United States of 
America and the USSR are concerned will be con- 
ducted through the American Embassy in Moscow. 

Accept [ete.] 


Government that it is 


247 





THE RECORD OF THE WEEK 


(4) Text of Note of February 7, 1948, from the 
American Legation, Budapest, to the Hungarian 
Foreign Office 


The Legation of the United States of America 
presents its compliments to the Hungarian Min- 
ister for Foreign Affairs and has the honor to refer 
to a conversation between the Foreign Minister 
and Minister Chapin on January 16, 1948 with 
regard to the arrest by Russian troops, in the main 
square of Papa, of two United States Army officers 
attached to this Legation, their detention in- 
communicado for 11 hours and their abduction 
across the Hungarian-Austrian border to Vienna, 
involving several flagrant violations of Hungarian 
sovereignty; as well as to the Ministry’s note 
verbale No. 167/POL 1948 of January 17, 1948, 
stating that the Soviet Legation in Budapest had 
declared that the incident by no means affected 
the sovereignty of Hungary, as was to be proven 
by information and documents which were to be 
furnished to the Minister in two or three days end 
which the latter would take pleasure in forwarding 
to the American Legation. The receipt of this 
note was acknowledged by this Legation on Janu- 
ary 19, 1948. 


Three weeks have now passed without the receip 
of the aforementioned information and documents 
or any other communication from the Ministy, 
The Legation has, however, been surprised tom 
ceive a communication from the Soviet Ministe 
direct, dated January 21, 1948, a translation 9 
which is enclosed, together with a copy of this 
Legation’s reply. 

The Minister will note that the statements j 
the Soviet Minister’s communication of Jan 
21, 1948 do not correspond with the facts in th 
case as set forth in the sworn evidence previo 
submitted to the Minister with this Legation} 
note No. 31 of January 19, 1948. 

The Government of the United States woul 
appreciate receiving a statement by the Hungaria 
Government of its position in this case, in whic 
is clearly involved the exercise of police powersin 
an arbitrary manner by the Soviet “line of com 
munication” troops, and unwarranted interfereng 
by those troops with duly accredited diplomatic 
officials in derogaton of Hungusien sovereignty, 

The Legation of the United States of Ameria 
takes this opportunity to renew to the Hungaria 
Minister for Foreign Affairs the assurances of its 
highest consideration. 


italy Notified of Prewar Treaties To Keep in Force or Revive 


[Released to the press February 11] 
The Department of State announced on Feb- 
ruary 11 that on February 6, 1948, the Italian 
Government was given official notification, in 
accordance with the terms of the treaty of peace 
with Italy signed at Paris, February 10, 1947, 
regarding the prewar bilateral treaties and other 
international agreements with Italy which the 
United States Government desired to keep in 
force or revive. 


Teat of note from the American Ambassador at 
Rome to the Italian Minister for Foreign Affairs 
giwing such notification 


I have the honor to refer to the Treaty of Peace 
with Italy signed at Paris February 10, 1947, 
which came into force, in accordance with the 
provisions of article 90 thereof, on September 15, 
1947 upon the deposit of instruments of ratification 
by the Union of Soviet Socialist Republics, the 
United Kingdom of Great Britain and Northern 
Ireland, the United States of America, and France. 
Article 44 of the Treaty of Peace reads as follows: 


“1, Each Allied or Associated Power will notify 
Italy, within a period of six months from the 
coming into force of the present Treaty, which of 
its prewar bilateral treaties with Italy it desires 
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to keep in force or revive. Any provisions not in 
conformity with the present Treaty shall, however, 
be deleted from the above-mentioned treaties. 

“2. All such treaties so notified shall be regis 
tered with the Secretariat of the United Nationsin 
accordance with Article 102 of the Charter of the 
United Nations. 

“3. All such treaties not so notified shall be re 
garded as abrogated.” 


I have the honor, by direction of the Govern 
ment of the United States of America and on ifs 
behalf, to notify the Italian Government, in & 
cordance with the provisions of the Treaty d 
Peace quoted above, that the Government of the 
United States of America desires to keep in force 
or revive the following pre-war bilateral treaties 
and other international agreements with Italy: 


Arbitration 


1. Arbitration treaty. Signed at Washington April 3 
1928. Ratified by the United States May 15, 1928. Ratt 
fied by Italy November 27, 1980. Ratifications ex 
at Washington January 20, 1931. Effective January 2) 
1931. [Treaty Series 831; 46 Stat. 2890.] 


Aviation 


2. Air navigation arrangement. Effected by exchange 
of notes signed at Washington October 13 and 14, 1981 
Effective October 31, 1931. [Executive Agreement Serié 
24; 47 Stat. 2668.] 
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Conciliation : 
8. Treaty for the advancement of peace. Signed at 


Washington May 5, 1914. Ratified by the United States 


March 17, 1915. Ratified by Italy November 29, 1914. 
Ratifications exchanged at Washington March 19, 1915. 
Effective March 19, 1915. (Article II was abrogated and 
replaced by article I of the treaty of September 23, 1931.) 
(Treaty Series 615; 39 Stat. 1618.] 

4, Treaty modifying the terms of article II of the treaty 
to advance the cause of general peace of May 5, 1914. 
Signed at Washington September 23, 1931. Ratified by the 
United States June 25, 1932. Ratified by Italy February 
18, 1982. Ratifications exchanged at Rome July 30, 1932. 
oe July 30, 1932. [Treaties Series 848; 47 Stat. 
2102. 


Consuls 


§. Consular convention. Signed at Washington May 8, 
1878. Ratified by the United States June 4, 1878. Ratified 
by Italy July 9, 1878. Ratifications exchanged at Washing- 
ton September 18, 1878. Effective September 18, 1878. 
(Article XI, which was annulled by the Convention of 
February 24, 1881, and article XIII, which was abrogated 
under Act of Congress approved March 4, 1915, are not to 
be considered as revived by this notification.) [Treaty 
Series 178; 20 Stat. 725.] 


Debt-Funding 


6. Debt-funding agreement. Signed at Washington 
November 14, 1925. Effective as of June 15, 1925. [Com- 
bined Annual Reports of the World War Foreign Debt 
Commission (1927) p. 222.] 

7. Agreement modifying the debt-funding agreement of 
November 14, 1925 (moratorium). Signed at Washington 
June 3, 1982. Effective as of July 1, 1931. [Published by 
the Treasury Department, 1932.] 


Ertradition 


8. Extradition convention. Signed at Washington 
March 23, 1868. Ratified by the United States June 22, 
1868. Ratified by Italy July 19, 1868. Ratifications ex- 
changed September 17, 1868. Effective September 17, 
1868. [Treaty Series 174; 15 Stat. 629.] 

§. Additional article to extradition convention of 1868. 
Signed at Washington January 21, 1869. Ratifications 
exchanged at Washington May 7, 1869. Effective May 7, 
~ [Treaty Series 176 (printed with 174); 16 Stat. 

10. Supplementary convention to extradition conven- 
tion of 1868. Signed at Washington June 11, 1884. Ratified 
by the United States April 10, 1885. Ratified by Italy 
August 8, 1884. Ratifications exchanged at Washington 
April 24, 1885. Effective April 24, 1885. [Treaty Series 
181 (printed with 174) ; 24 Stat. 1001.] 


Yarcotic Drugs 


ll. Arrangement for the direct exchange of certain in- 
formation regarding the traffic in narcotic drugs. Effected 
by exchange of notes signed at Rome January 5, and 
April 27,1928. Effective April 27, 1928. [Treaty Informa- 
tion Bulletin No. 5 (July 1929) 2nd supp.] 


Navigation 


12, Agreement relating to the reciprocal recognition of 
certificates of inspection of vessels assigned to the trans- 
portation of passengers. Effected by exchange of notes 
signed at Washington June 1, August 5, and August 17, 
1%1. Effective August 15, 1981. [Executive Agreement 
Series 23; 47 Stat. 2665.] 


Passport Visa Fees 


13. Agreement relating to the waiver of passport visa 
fees for nonimmigrants. Effected by exchange of notes 
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signed at Rome February 11, 21 and 26, 1929. [Not 
printed. ] 


Postal 


14. Convention relating to exchange of money orders. 
Signed at Washington March 31, 1877 and at Florence 
April 20, 1877. Effective July 2, 1877 [20 Stat. 683.] 

15. Additional convention to the convention relating to 
exchange of money orders signed at Washington March 31, 
1877 and at Florence April 20, 1877. Signed at Washing- 
ton August 24, 1880 and at Rome August 9, 1880. Ratified 
by the United States August 25, 1880. [21 Stat. 788.] 

16. Parcel Post Convention. Signed at Washington Octo- 
ber 11, 1929. Ratified by the United States October 18, 
1929. [Post Office Department print; 46 Stat. 2397.] 


Taxation 


17. Arrangement for relief from double income tax on 
shipping profits. Effected by exchange of notes signed at 
Washington March 10 and May 5, 1926. Effective from 
January 1, 1921. [Executive Agreement Series 10; 47 
Stat. 2599.] 


Trade-Marks 


18. Declaration for the reciprocal protection of marks 
of manufacture and trade. Signed at Washington June 1, 
1882. Effective June 1, 1882. [Treaty Series 180; 23 
Stat. 726.] 


This notification will be deemed to be effective on 
the date of the present note. 

It is understood, of course, that either of the 
two Governments may propose revisions in any 
of the treaties or other agreements mentioned in 
the above list. 

Further, it shall be understood that any of the 
provisions in the treaties and other agreements 
listed in this notification which may be found in 
particular circumstances to be not in conformity 
with the Treaty of Peace shall be considered to 
have been deleted so far as the application of the 
Treaty of Peace is involved but shall be regarded 
as being in full force and effect with respect to 
matters not covered by the latter treaty. 

The reciprocal copyright arrangement between 
the United States and Italy effected pursuant to 
the exchange of notes signed at Washington 
October 28, 1892, and the exchanges of notes signed 
at Washington September 2, 1914, February 12, 
March 4, and March 11, 1915 will be the subject 
of a separate communication. 

The agreement for the protection of trade- 
marks in Morocco, effected by exchange of notes 
signed at Tangier June 13, July 29, and December 
19, 1903 and March 12, 1904 will also be the subject 
of a separate communication. 

In compliance with paragraph 2 of article 44 of 
the Treaty of Peace, quoted above, the United 
States Government will register with the Secre- 
tariat of the United Nations the treaties and other 
agreements which are by this notification kept in 


force or revived. 
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italy Grants Land for American Military Cemeteries 


EXCHANGE OF NOTES BETWEEN THE UNITED STATES AND ITALY 


[Released to the press February 12] 

The Italian Embassy presents its compliments 
to the Department of State and has the honor to 
bring to the Department’s attention a new pro- 
vision adopted by the Italian Government with 
regard to American war cemeteries. 

As known to the Department of State, article 3 
of the agreement reached through an exchange of 
notes in September 1946 at Rome, between the 
Italian Ministry of Foreign Affairs and the United 
States Embassy, provides that “if in the future the 
Government of the United States wishes to estab- 
lish permanent cemeteries or erect memorials in 
Italy, the Italian Government will exercise its 
power of Eminent Domain to acquire title to such 
sites and grant to the United States the right of use 
therein in perpetuity upon payment by the United 
States of cost compensation therefor.” ; 

Upon instructions received, the Italian Embassy 
has the honor to inform the Department of State 
that the Italian Government, wishing to give a 
token of friendship to the Government and people 
of the United States, has now decided to grant the 
American Government the free use of the sites 
selected for the establishment of war cemeteries. 

It would have been the sincere desire of the 
Italian Government to proceed to a veritable 
donation of the land involved, but it was not pos- 
sible to reach such a solution because not consented 
by existing regulations. On the other hand the 
advantages that the American Government will 
draw from such a free cession will be practically 
the same as those deriving from a donation, since 
the free use is granted for as long as the selected 
sites will be destined to military cemeteries. 

In the light of the foregoing the Italian Govern- 
ment has the honor to request the American 
Government to consider the first paragraph of 
article 3 of the aforesaid agreement modified as 
follows: “The Italian Government grants gratui- 
tously to the American Government the right of 
use of the sites selected for permanent American 
military cemeteries in Italy, to last as long as the 
American authorities will use such sites as war 
cemeteries.” 

Wasurnerton, D.C., 

December 18, 1947. 


January 21, 1948. 
EXcELLENCY: 


I have the honor to acknowledge the receipt of 
your note no. 11332 of December 18, 1947 stating 
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that the Italian Government has decided, as 
token of friendship to the Government and peopk 
of the United States, to grant to the Government 
of the United States the free use of the sites 
lected as permanent United States military ceme 
teries and proposing that the first paragraph of 
Article 3 of the agreement reached by an exch 

of notes in September 1946 between the Italian 
Ministry of Foreign Affairs and the America 
Embassy at Rome be modified to read as follows; 
“The Italian Government grants gratuitously to 
the American Government the right of use of the 
sites selected for permanent American military 
cemeteries in Italy, to last as long as the American 
authorities will use such sites as war cemeteries’, 

I wish to express to you and through you to the 
Italian Government the profound appreciation of 
the Government and people of the United State 
for this most generous gift which will further 
strengthen the strong bonds of sympathy and 
friendship between our two countries. To all 
Americans, and particularly to those who los 
their loved ones in the course of our common effort 
against the enemy, the land so graciously offered 
by the Italian Government will forever be hab 
lowed land. On their behalf I assure you of the 
heartfelt thanks and gratitude for this most mag- 
nanimous gift. 

The Government of the United States is happy 
to agree to the proposed change in Article 3 of 
the agreement. 

Accept [etc. ] 

For the Secretary of State: 
Joun E. Peuriror 
His Excellency 


Signor ALBERTO TARCHIANI, 
talian Ambassador. 





Supplementary Proclamation Issued on 
General Agreement on Tariffs and Trade 


The President issued on January 30 a proclam# 
tion supplementing his proclamation of December 
16, 1947 (No. 2761A, 12 F.R. 8863-8866), carte 
ing out the general agreement on tariffs and ti 
which was concluded at Geneva on October 30, 
1947, and entered into force with respect to a null 
ber of countries on January 1, 1948. Proclam# 
tion 2769 is in 13 Federal Register 467. 


Department of State Bulletin 





Trade 


The. 
ary 11 
Swedet 
underst 
trade » 
Sweder 
represe 
cently 

trade | 
A se 
Jem no’ 
ments | 
with ¥ 
tionshi 
tempor 
transit 
permit 
unders 
drain « 
develo) 
versati 
time t 
course 
Swede 
solutio 
Swede: 
dollar 
cept f 
covere 
season: 
1948, 


In ¢ 
Govern 
balance 
quanti 
into § 
in par 








= 
is 


23 SRREZRERER Sto FREES 


‘ 


a- 


Tr Sost & 


The Department of State announced on Febru- 
ary 11 that at the request of the Government of 
Sweden, in accordance with paragraph 8 of the 
understanding with regard to Swedish-American 
trade reached between the United States and 
Sweden on June 24, 1947,? discussions between 
representatives of the two Governments have re- 
cently been held concerning the financial and 
trade position of Sweden. 

A serious trade and balance-of-payments prob- 
Jem now faces Sweden partly as a result of develop- 
ments in the exchange position of other countries 
with which Sweden has important trading rela- 
tionships and due partly to the operation of 
temporary regulations imposed to facilitate the 
transition to the more stringent import controls 
permitted by the provisions of the June 1947 
understanding. In particular, a more serious 
drain on Sweden’s gold and dollar holdings has 
developed than was anticipated during the con- 
versations between the two Governments at the 
time this understanding was reached. In the 
course of the recent discussions the situation facing 
Sweden was carefully examined and all possible 
solutions were explored. It was pointed out that 
Sweden has been and is taking steps to bring its 
dollar payments and receipts into equilibrium, ex- 
cept for a carry-over of import commitments 
covered by import. licenses issued in 1947 and a 
seasonal deficit anticipated in the first quarter of 
1948, 


In order to make it possible for the Swedish 
Government to take requisite measures to meet its 
balance-of-payments difficulties and because the 
quantitative commitments with respect to imports 
into Sweden from the United States, contained 
in paragraph 5(c) of the June 1947 understand- 


Memorandum from the U.S. to Sweden ' 


_ The Government of the United States of Amer- 
la wishes to refer to discussions which have re- 
cently been held between its representatives and 
those of the Government of Sweden concerning 
the ie faced by the Government of Sweden 
as the result of its serious loss of gold and dollar 
exchange. These discussions have resulted in a 
mutual understanding between the two Govern- 
ments as follows: 


1. After a careful examination of the facts re- 
lating to the payments position of Sweden it is 


February 22, 1948 





Trade and Financial Discussions With Sweden Held ' 


SUMMARY OF DEVELOPMENTS 


ing between the two Governments, have, in general, 
been fulfilled, the United States Government has 
agreed not to invoke the provisions of paragraph 
5(c) during the remaining period covered by the 
understanding, which ends June 30, 1948. During 
this period, Sweden’s import programming will be 
based on the essentiality of imports, with the ex- 
ception of cases involving undue hardship for 
American exporters, which are subject to specific 
provisions set forth in an exchange of memoranda 
which is appended to this release. With respect 
to the period following June 30, 1948, the two 
Governments have agreed to undertake negotia- 
tions with a view to the temporary relaxation of 
the requirements of articles II and VII of the 
trade agreement of 1935 along the lines of the 
balance-of-payments provisions of the general 
agreement on tariffs and trade concluded at Gen- 
eva, Switzerland, on October 30, 1947, between the 
United States and 22 other signatories. Both 
Governments consider these provisions appropri- 
ate under the circumstances. These provisions 
would permit countries facing certain balance- 
of-payment difficulties to program imports on an 
essentiality basis. 

The Government of the United States has also 
recognized the necessity for Sweden to defer pay- 
ments to the extent necessary to prevent Sweden’s 
gold and dollar hoidings from falling below a 
minimum working balance. | 

Under the present circumstances and in view 
also of the above arrangements, a Government-to- 
Government credit was agreed not to be appro- 
priate. The Swedish Government, therefore, has 
not applied for such a credit. 

The understanding arrived at between the two 
Governments has been embodied in an exchange of 
memoranda and letters, the texts of which follow. 


CORRESPONDENCE RELATING TO TRADE AND FINANCIAL DISCUSSIONS WITH SWEDEN 


recognized that a temporary suspension of the 
commitments undertaken by the Government of 
Sweden in paragraph 4 of its aide-memoire dated 
June 24, 1947 is necessary to permit the Govern- 
ment of Sweden to meet its present payments dif- 
ficulties. The principles governing the tempo- 
rary suspension of paragraph 4 of the cited 


* Released to the press Feb. 11, 1948. 
? BULLETIN of July 6, 1947, p. 42. 


*A corresponding memorandum was transmitted from 
the Government of Sweden to the Government of the 
United States. 








THE RECORD OF THE WEEK 


aide-memoire are set forth in a letter dated Feb- 
ruary 11, 1948 from Mr. Aminoff, Swedish Chargé 
d’Affaires, to Mr. Thorp, Assistant Secretary of 
State for Economic Affairs. 

2. The Government of the United States recog- 
nizes that the commitments undertaken by the 
Government of Sweden in paragraph 5(c) of its 
aide-memoire dated June 24, 1947 with respect to 
quotas a to the importation of commodi- 
ties listed in Schedule I of the Commercial Agree- 
ment between the two Governments signed May 
25, 1935, have, in general, been fulfilled, total im- 
ports being in excess of the total of the amounts 
stipulated. In view of this development, caused 
substantially by the operation of the transitional 
rules applied by the Bovetania’ of Sweden, and 
because of the serious and unanticipated deficit 
incurred by Sweden in its balance of payments 
which has resulted in serious loss of gold and con+ 
vertible foreign exchange, the Government of the 
United States agrees not to invoke, for the six 
months period ending June 30, 1948, the provi- 
sions of paragraph 5(c) of the Swedish aide- 
memoire dated June 24, 1947, with respect to the 
application of Swedish import controls to the im- 
portation of items listed in Schedule I of the Com- 
mercial Agreement of 1935. 

3. In applying quantitative restrictions neces- 
sary to safeguard its external financial and bal- 
ance of payments position to all imports from the 
United States, including those listed in Schedule 
I, the Government of Sweden will issue licenses 
to cover hardship cases in connection with con- 
tracts (previously based on valid import licenses, 
wherever necessary, or assurances thereof) involv- 
ing goods which have been, or are, in the process 
of being specifically made or prepared for use in 
Sweden. Favorable consideration will also be 
given to cases involving goods for which, in con- 
nection with contracts, specific preparations have 
been made for shipment to Sweden. 

4. Because of the large deficit in the Swedish 
balance of payments with the hard currency areas 
of the world, it is recognized that the Government 
of Sweden is faced with the necessity of taking 
measures to correct its present imbalance of trade, 
and to conserve its foreign exchange. 

5. It is, therefore, understood between the Gov- 
ernments of Sweden and the United States that the 
balance of payments problems of Sweden are 
similar to those of other countries which gave rise 
to the provisions of the General Agreement on 
Tariffs and Trade, concluded at Geneva, Switzer- 
land, on October 30, 1947 by the United States and 
twenty-two other signatories and that, therefore, 
the two Governments agree to undertake negotia- 
tions with a view to the temporary relaxation of 
the requirements of Articles II and VII of the 
Commercial Agreement of 1935, to become effec- 
tive July 1, 1948 along the lines of the balance of 
payments provisions of the General Agreement on 
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Tariffs and Trade, which both Governments ¢gp. - 


sider appropriate under the circumstances, 


DEPARTMENT OF STATE 
Washington 
February 11, 1948 


Exchange of Letters Between the U.S. and Sweda 
February 11, 1948. 


My pear Mr. Secretary: 

Reference is made to the Minister’s letter of 
June 24, 1947 setting forth the policies of th 
Swedish Government in connection with forei 
exchange transactions between Sweden and 
United States. It will be recalled that the fin 
paragraph of the letter reads as follows: 


“Tf unforeseen circumstances ig Ne temporary 
modification of the principles set forth above, the 
Government of Sweden in accordance with the 
provisions of its memorandum of June 24, 1 
will review the situation with the Government 
the United States”. 


Last December the Government of Sweden, hay- 
ing decided that the payments position of Sweden 
required a further review with the Government of 
the United States, initiated discussions on the sub- 
ject in Washington. It was pointed out in the dis 
cussions that Sweden has been and is taking 
to bring its payments and receipts into equilibrium 
for 1948, except as to a carryover of import com- 
mitments covered by import licenses issued in 1#f 
and a seasonal deficit anticipated during the first 
quarter of 1948. 

After careful examination of the facts, it now 
appears advisable to find a solution of Sweden’ 
immediate payments difficulties through (a) redue 
tion of import commitments referred to in the 
foregoing paragraph insofar as this is feasible and 
through b ) temporary modifications of the pole 
cies described in the letter, already cited, gover 
ing —— and transfers to the United States, 
involving deferments of such oe cag and trans 
fers. In accordance with (b) above, the Govern 
ment of Sweden therefore proposes that in cases 
where the authorizing of a payment between 
Sweden and the United States would cause Swet- 
ish gold and hard currency assets to fall belows 
a minimum working balance, a reasonable - 
in authorizing such payment will not be consi 
a violation of paragraph 4 of the Swedish aide 
memoire of June 24, 1947 or of the terms of the 
Minister’s letter of the same date. 

The Swedish Government considers the abow 
proposal as an exceptional and temporary meastft 
which it intends to withdraw as soon as Swedell 
reserves of gold and convertible foreign exchangt 
reach such levels that payments and transfers may 
be made to the United States on a current bass 
without adversely affecting Sweden’s paymenls 
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ition. Accordingly, my Government would be 
jeased to have a review of the situation whenever 
either of our Governments considers that such 
action would be appropriate. It is the under- 
sanding of my Government that the temporary 
arrangements outlined in this letter would remain 
in effect until terminated or modified following a 
review of the situation as provided above. 
Sincerely yours, 
ALExIs DE AMINOFF 
Me. Witiarp L. THorpe 
Assistant ———T for Economie Affairs 
Department of State 
Washington, D.C. 


February 11, 1948. 


My pear Mr. Cuarcé p’AFFAIRES: 

[have received your letter of February 11, 1948 
setting forth the proposals of the Government of 
Sweden for temporary modification of the pro- 
visions of the letter from the Swedish Minister 
dated June 24, 1947, regarding foreign exchange 
transactions between Buisden and the United 


States. ME 

It gives me pleasure to state that the provisions 
of your letter are acceptable to the Government of 
the United States. 


Sincerely yours, 
Witarp L. Tuorp 


Me. ALexis bE AMINOFF 
Chargé d’ Affaires ad interim of Sweden 


America Gratified at Progress on Customs 
Union Between France and Italy 
[Released to the press February 9] 

The French and Italian Ambassadors on Janu- 
ary 28, 1948, called on the Under Secretary of 
State to present copies of the final report of the 
Mixed Commission for Study of a Customs Union 
between France and Italy. The Department has 
replied to the two Ambassadors as follows: 


“The United States Government is gratified at 
the progress made by the Mixed Commission in 


{studying the practical problems involved and par- 


ticularly gratified that this study resulted in 
agreement that such a customs union is practicable. 
Realization of it and of an eventual economic 
union between France and Italy would be of his- 
torical importance not only for the two countries 
but for Europe as a whole. The United States 
Government will follow the further efforts of the 
two Governments to attain this objective with full 


sympathy and strong hope for their continued suc- 
cegs,”? 


February 22, 1948 
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Recovery of American Property Confiscated 
During Japanese Occupation of China 
[Released to the press January 26] 


The American Embassy at Nanking has reported 
that the Chinese Government has extended to 
June 30, 1948, the time limit for presentation of 
evidence by American nationals who claim owner- 
ship of, or interests in, property which the Chinese 
Government took over from the Japanese as enemy 
and puppet property. With respect to property 
in areas of China not yet recovered by the Chinese 
Government, documentary evidence of American 
interests is to be submitted within six months from 
the date of the recovery of the area. In view of 
this additional information the Department re- 
peats with appropriate modifications statements 
which appeared in its announcement of November 
14, 1947, on this subject.* 

Applications for the return of American-owned 
ar which was located in China at the time 
of the Japanese occupation and which was seized 
by the Japanese and subsequently found in China 
should be submitted to the local branch of the 
Alien Property Liquidation Office of the Central 
Trust of China within whose jurisdiction such 
ef is located. Branch offices are located in 

hanghai, Tsingtao, Tientsin, Hankow, and Can- 
ton. Applications from American nationals in 
the United States should be sent to the American 
Consulate General in the appropriate one of those 
cities for forwarding to the branch office of the 
Central Trust in that city. No application form 
is prescribed. It is for these applications that the 
time limit has been extended from December 31, 
1947 to June 30, 1948. 

Applications for the return of American-owned 
property located in China at the time of the Japa- 
nese occupation and removed to Japan by the 
Japanese should be submitted to the American 
Embassy at Nanking for forwarding to the Repa- 
rations Commission of the Executive Yuan. No 
final date for submission of applications for the 
return of looted property has been established, ~ 
but prompt submission is strongly recommended. 
The Far Eastern Commission in a policy decision 
of July 18, 1946, specified four categories of goods 
which, if found in Japan and identified as having 
been removed from an Allied country fraudulently 
or under duress by the Japanese or their agents, 
are to be delivered to the Government of the Allied 
country. The four categories are: industrial and 
transportation machinery and equipment; gold, 
other precious metals, precious gems, foreign 
securities, foreign currencies, and other foreign- 
exchange assets; cultural objects; agricultural 
products and industrial raw materials. The speci- 
fication of the four categories does not exclude the 


*? BuLLETIN of Nov. 23, 1947, p. 1000. 
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possibility that other types of looted property 
found in Japan may be restored, upon proper 
identification, to the governments of the countries 
from which the property was taken. 

American owners of property seized by the 
Japanese, the present location of which is not 


Regulations Released Regarding Trade With Japan 


[Released to the press February 3] 


American businessmen are now to be permitted 
to enter Japan and remain there for extended pe- 
riods, the Departments of State and Commerce an- 
nounced on February 3. The announcement sup- 

lements a release of February 3 on the same sub- 
ect by the Supreme Commander for the Allied 
vate (Scar) in Tokyo. 

Since August 15, 1947, American businessmen 
have been admitted to Japan for trade purposes. 
During this period original entry permits have 
been valid for visits of not more than 21 days, 
although those who have — to Japan under 
these conditions have usually been able to secure 
Soap permission to remain longer if necessary to 
conclude particular transactions. It is believed 
that many American businessmen have postponed 
travel to Japan until they could secure original 
entry permits valid for considerably longer pe- 
riods of stay in that country. Under the new reg- 
ulations American businessmen approved by the 
Department of Commerce and by Soap will obtain 
entry permits valid initially for visits of 60 days; 
and in addition they will be permitted after ar- 
rival in Japan to apply for permission to remain 
on indefinitely, to secure entry permits for mem- 
bers of their families, and to establish more or less 
permanent residences in Japan. 

The new regulations now established will permit 
a certain number of American and other Allied 
nationals who owned property in Japan prior to 
the war to go to Japan or send representatives 
there to act on their behalf in connection with all 
matters pertaining to their property rights and 
interests in Japan. Additional information out- 
lining procedures to be followed by persons seek- 
ing return of their properties will be furnished 
later. 

The new regulations have eliminated the coun- 
try quotas which in the past have limited the num- 
ber of entrants into Japan. Entry permits prop- 
erly supported by sponsoring governments will 
now be considered and acted upon in the order of 
their receipt by Scar. 

Foreign businessmen who go to Japan will find 
conditions substantially different from those which 
prevailed in the prewar period, the Departments 
of State and Commerce caution. Trade continues 
to be closely controlled by the occupation authori- 
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known, may submit descriptions of the pro 
and evidence of ownership to the Embassy 4g 
Nanking for forwarding to the Chinese Mini 
of Foreign Affairs, which will enlist the aid of 
appropriate Chinese authorities in an attempt to 
find the missing property. 


ties for various reasons, among others to make cer. 
tain that export proceeds are maximized, that such 
proceeds do not represent flight of capital or con- 
cealment of Japanese assets abroad, and that all 
such proceeds are available and are used to secure 
those commodity imports which are deemed most 
essential to the Japanese economy. The volume 
of export production is still below prewar levels 
in most lines; however, export production is ex- 
pected to increase steadily, and in many 
notably cotton and silk textiles, it is already sub- 
stantial. 

Businessmen are urged by the two Departments 
to communicate with Japanese individuals, Japa- 
nese business firms, foreign traders now in Japan, 
and the Japanese Government’s Board of Trade 
(Boeki Cho) to secure information regarding ex- 
port availabilities and general business conditions, 
Such information should be secured before a de 
cision is made to invest in a trip to Japan or to 
set up semipermanent residence there. The De 
partments also pointed out that some transactions 
can be concluded without travel to Japan sine 
regulations permit Americans to make Japanese 
individuals or firms their agents in negotiating 
contracts for the purchase of Japanese goods or 
for the sale of essential commodity imports to 
Japan. Department of Commerce offices can sup- 
ply further information regarding this method of 
doing business with Japan. 

Payment for hotel accommodations and other 
goods and services needed by foreign businessmen 
in Japan must be made either in special-type pay- 
ment certificates purchasable for dollars or m 
Japanese yen purchased at the military conversion 
rate of 50 yen to$1. Western-style hotel accommo- 
dations cost approximately $10 a day for meals, 
room, and service. American businessmen who 
secure permission from Scar to stay on in Japa 
beyond the 60-day initial period of entry may be 


required to provide their own logistic support out } |,,., 


side of these hotels and independent of occupatio- 
force facilities, and to demonstrate that their col 
tinued stay in Japan would expand the volume of 
Japanese foreign trade or otherwise promote 

objectives of the occupation. In general, no mom 
than two representatives from any single privi 
firm and no family dependents or clerical assist 
ants will be cleared for entry when their enti 
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would require the use of the western-style com- 
mercial hotel facilities that are maintained by the 
Japanese Government primarily for those goin 
to Japan to engage in foreign trade. Commerci 
entrants will not be permitted to bring automobiles 
to Japan until they have arranged to secure gaso- 
line and otherwise to maintain their vehicles with- 
out drawing upon occupation-force supplies or 
facilities. In this connection, however, the De- 

rtment of Commerce pointed out that taxicabs 
are available to foreign businessmen in Tokyo and 
in most of the other cities which foreign traders 
are likely to visit. 

Commercial entrants during their stay in Japan 
may seek restoration of properties or exercise 
limited power of attorney for others seeking such 
restoration. This represents a change from regu- 
lations which have been in effect during the period 
in which commercial entrants were admitted for 
91 days only, periods not long enough to make it 
worth while to initiate restoration proceedings. 

Scar has, of course, reserved the right to cancel 
atany time the entry permit of any individual who 
in the opinion of Scar is not contributing to the 
achievement of the objectives of the occupation 
sufficiently to justify his continued stay or resi- 
dence in Japan. 

American businessmen who are interested in 
going or in sending representatives to Japan under 
the new regulations should apply to a Field Office 
of the United States Department of Commerce. 
That Department, after screening applications, 
will aid in securing the required entry permits 
which are issued by the military occupation au- 
thorities. This procedure is the same as that 
which has been in effect since August 15, 1947. 


Addendum to the President’s Budget on 
International Affairs and Finance! 


[Fiscal Years. In millions] 

















Anticipated 
Expendi- supplemental 
Function and program ole appropriations 
1949 
1948 1949 
European Recovery Program .| $4, 000 | $6, 800 
Other foreign aid (including 
NN. i ea ak eh eae 440 300 | $450 
Foreign informational and cul- 
tural program. ...... 17 6 20 
for United Nations head- 
quarters construction. . . . 30 65 
United States participation in 
international organizations . ft Pe 4 
hilippine war veterans’ 
| BRR erica Oa ere 16 
Philippine rehabilitation . . .|  (*) 5 ite ee 
ardamage claims .... . a: eho + sg lela 








*Less than one-half million dollars. 
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Department of State 


For sale by the Superintendent of Documents, Government 
Printing Office, Washington 25, D.C. Address requests 
direct to the Superintendent of Documents, except in the 
case of free publications, which may be obtained from the 
Department of State. 


Eighth Pan American Child Congress, Washington, D.C., 
May 2-9, 1942. Conference Series 100. Pub. 2847. 647 pp. 
Limited distribution. 


A discussion of the organization, final act, and ses- 
sions of the Eighth Pan American Child Congress, 
held beginning May 29, 1942, in Washington. 


Recent Publications of the Department of State, January 
1948. 4 pp. Free. 


Significant publications released by the Department 
of State during the past three months. 


Food Production: Cooperative Program in Peru. 
Treaties and Other International Acts Series 1647. Pub. 
2956. 9 pp. 5¢. 


Agreement Between the United States of America and 
Peru, Further Extending and Modifying Agreement 
of May 19 and 20, 1943—Effected by exchange of 
notes signed at Lima June 11, 1945, and November 22, 
1946; entered into force November 22, 1946, effective 
August 31, 1945. 


United States Armed Forces in Guatemala. Treaties 
and Other International Acts Series 1663. Pub. 2987. 
4pp. 5¢. 


Agreement Between the United States of America and 
Guatemala—Effected by exchange of notes signed at 
Guatemala August 29, 1947; entered into force August 
29, 1947. 


Trusteeship for Former Japanese Mandated Islands: 
Agreement approved by the Security Council of the 
United Nations April 2, 1947. Treaties and Other Inter- 
national Acts Series 1665. Pub. 2992. 5 pp. 5¢. 


Agreement approved by the President of the United 
States of America July 18, 1947, pursuant to authority 
granted by joint resolution of the Congress of the 
United States of America July 18, 1947; entered into 
force July 18, 1947. 


Exchange of Official Publications. Treaties and Other 
International Acts Series 1668. Pub. 2999. 5 pp. 5¢. 


Agreement Between the United States of America 
and Ecuador—Effected by Exchange of Notes Signed 
at Quito October 21 and 29, 1947; entered into force 
October 29, 1947. 


* Supplementing excerpts from The President’s Budget 
Message for 1949 and Selected Budget Statements, which 
were printed in the Butiertn of Jan. 25, 1948, p. 126. 
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Foreign Aid and Reconstruction 

Survival of Democracy Dependent on Suc- 
cess of Erp. By George C. Marshall . 

Estimate Made for Foreign Financial Aid, 
1948-1949. Letter From the American 
Ambassador to Great Britain to the 
Chairman of the Senate a Rela- 
tions Committee ... 

Preparation of Draft Bill on | Exp Legisla- 


Supply and Shipping Goal for $522,000,000 
Foreign Aid Program 
Chinese Aid Program Supply and Shipping 


Occupation Matters 


Rules for Accounting for German Assets in 
Countries Members of the Inter-Allied 
Reparation Agency. Article by James 
Simsarian : 

Status of German Reparation and Disman- 
tling Program: 

Letter From the Secretary of State to the 
Chairman of the Senate Foreign Rela- 
tions Committee ‘ 

Memorandum on the German Reparation 


Arrest of American Officers in H meer. 
Text of American and Hungarian Notes . 
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Occupation Matters—Continued 

Recovery of American Property Confiscated 
During Japanese Occupation of China . 

Regulations Released Regarding Trade With 


Treaty Information 
Italy Notified of Prewar Treaties To Keep 
in Force or Revive 
Italy Grants Land for American Military 
Cemeteries. Exchange of Notes Be- 
tween the United States and Italy. . . 
Supplementary Proclamation Issued on Gen- 
eral Agreement on Tariffs and Trade. . 
Trade and Financial Discussions With 
Sweden Held: 
Summary of Developments 
Correspondence Relating to Trade and 
Financial Discussions With Sweden. . 


Economic Affairs 
America Gratified at Progress on Customs 
Union Between France and Italy. . . 


The Department 
Addendum to the President’s Budget on 
International Affairs and Finance. . . 


Publications 
Department of State 


Contnibulors 


James Simsarian, author of the article on German assets, is Ameri- 
can member of the Committee of Experts on Enemy Property Cus- 
todianship of the Inter-Allied Reparation Agency and Special Assist- 
ant to the U.S. Delegate to the Inter-Allied Reparation Agency. 
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